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STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2008 



Note 

2008 

2007 



R 

R 

NET ASSETS AND LIABILITIES 




Net assets 


199 176 824 

151 448 339 

Government grant reserve 



150 669 305 


117 602 804 

Accumulated surplus 



48 507 519 


33 845 535 

Non-current liabilities 


176 419 942 

213 115 074 

Borrowings 

1 


176 095 962 


212 658 657 

Provisions 

2 


323 980 


456 417 

Current liabilities 


310 033 048 

289 357 897 

Borrowings 

1 


33 605 314 


33 932 344 

Consumer deposits 

3 


30 817 227 


28 340 405 

Creditors 

4.1 


135 052 941 


128 367 082 

Sundry deposits 

4.2 


5 467 023 


4 405 052 

Leave pay accrual 

5 


14 952 131 


18 920 858 

Unspent conditional grants and receipts 

6 


36 531 758 


19 885 563 

Value added taxation 

7 


53 606 654 


55 506 593 





Total net assets and liabilities 


685 629 814 

653 921 310 

ASSETS 




Non-current assets 


388 882 360 

351 788 073 

Investments 

8 


31 287 638 


35 178 478 

Receivables 

9 


974 912 


7 830 365 

Property, plant and equipment 

10 


354 764 540 


306 329 657 

Intangible assets 

11 


1 855 270 


2 449 573 

Current assets 


296 747 454 

302 133 237 

Investments 

8 


54 048 267 


37 003 246 

Inventories 

12 


83 449 252 


82 513 963 

Consumer debtors 

13 


136 994 381 


133 657 233 

Other debtors 

14 


16 222 402 


38 853 954 

Cash and cash equivalents 

15 


6 033 152 


10 104 841 





Total assets 


685 629 814 

653 921 310 
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STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2008 


REVENUE 

Property rates 

Property rates - penalties and collection charges 
Service charges 

Rental of facilities and equipment 
Interest earned - external investments 
Interest earned - outstanding debtors 
Fines 

Licenses and permits 
Income for agency services 
Government grants and subsidies 
Other income 


EXPENDITURE 

Employee related costs 
Remuneration of councilors 
Contribution to provisions 
Collection costs 

Depreciation on property, plant and equipment 

Amortisation of intangible assets 

Repairs and maintenance 

Interest paid 

Bulk purchases 

Contracted services 

Grants and subsidies paid 

General expenses 

Internal charges / charge outs 


SURPLUS FOR THE YEAR 


Note 

2008 


2007 


R 


R 

16 

136 630 631 


135 879 829 


10 901 550 


5 265 098 

17 

451 785 226 


474 344 929 


3 571 588 


2 945 897 


3 865 552 


12 585 331 


40 045 106 


32 815 971 


17 050 800 


5 119 089 


10 185 


(96 045) 


12 790 977 


8 170 255 

18 

132 008 688 


110 415 825 

19 

34 283 034 


44 661 357 


842 943 337 


832 107 536 

20 

273 833 966 


233 223 856 

21 

12 943 049 


8 326 232 


94 137 709 


130 155 748 


987 294 


783 909 


5 248 951 


2 885 221 


594 303 


521 944 


31 919 441 


30 985 742 

22 

30 708 130 


35 146 289 

23 

224 024 595 


209 204 080 


26 496 472 


13 144 329 


6 943 045 


5 735 019 

24 

87 610 545 


65 407 530 

20 

(1 322 196) 


(1 675 923) 


794 125 304 


733 843 976 






48 818 033 


98 263 560 
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STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2008 



Note 

Government grant 
reserve 

R 

Accumulated 

(deficlt)/surplus 

R 

Total 

R 

2007 

Balance at 1 July 2006 (previously reported] 


90 083 415 

(87 683 201) 

2 400 214 

Correction of errors 

29.2 

" 

50 784 565 

50 784 565 

Balance at 1 July 2006 (restated) 


90 083 415 

(36 898 636) 

53 184 779 

Surplus for the year (previously reported) 



224 504 043 

224 504 043 

Correction of errors 

29.3 

" 

(126 240 483) 

(126 240 483) 

Surplus for the year (restated) 


- 

98 263 560 

98 263 560 

Capital grants used to purchase property, plant and equipment 


29 983 916 

(29 983 916) 

. 

Offsetting of depreciation on property, plant and equipment 


(2 464 527) 

2 464 527 

■ 

Balance at 30 June 2007 (restated) 


117 602 804 

33 845 535 

151 448 339 

2008 

Correction of errors 

29.2 


(1 089 548) 

(1 089 548) 

Surplus for the year 


- 

48 818 033 

48 818 033 

Capital grants used to purchase property, plant and equipment 


34 312 298 

(34 312 298) 

- 

Offsetting of depreciation on property, plant and equipment 


(1 245 797) 

1 245 797 

” 

Balance at 30 June 2008 


150 669 305 

48 507 519 

199 176 824 


- 4 - 



tAos^ie City 



CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2008 



Note 

2008 


2007 



R 


R 

CASH FLOWS FROM OPERATING ACTIVITIES 





Cash receipts from ratepayers, government and other 


787 369 269 


694 686 850 

Cash paid to suppliers and employees 


(669 876 464) 


(578 364 968) 

Cash generated from operations 

25 

117 492 805 


116 321 882 

Interest received 


3 865 552 


12 585 331 

Interest paid 

22 

(30 708 130) 


(35 146 289) 



90 650 227 


93 760 924 

CASH FLOWS FROM INVESTING ACTIVITIES 





Purchase of property, plant and equipment 

10 

(53 877 849) 


(44 478 377) 

Intangible assets capitalised 

11 

- 


(2 971 517) 

Decrease in non-current receivables 


6 855 454 


19 751 104 

Decrease in non-current investments 


3 890 840 


4 775 860 

Decrease non current provisions 


(132 437) 


(109 438) 



(43 263 992) 


(23 032 368) 

CASH FLOWS FROM FINANCING ACTIVITIES 





Borrowings repaid 


(36 889 725) 


(20 883 963) 

Increase in consumer deposits 


2 476 822 


1 453 114 



(34 412 903) 


(19 430 849) 






NET INCREASE IN CASH AND CASH EQUIVALENTS 


12 973 332 


51 297 707 






Cash and cash equivalents at the beginning of the year 

26 

47 108 087 


(4 189 620) 

Cash and cash equivalents at the end of the year 

26 

60 081 419 


47 108 087 








12 973 332 


51 297 707 
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ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2008 


1. BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of accounting and are in accordance \«ith 
historical cost convention, except for the cash flow which is presented on the indirect method. 

These annual financial statements have been prepared in accordance with Generally Accepted Municipal Accounting 
Practices (GAMAP) and Generally Recognised Accounting Practice (GRAP). These accounting policies are 
consistent with those of the previous financial year. 

The financial statements have been prepared in accordance with tbe Standards of Generally Recognised Accounting 
Practices (GRAP) and the Standards of Generally Accepted Municipal Accounting Practices (GAMAP) prescribed by 
the Minister of Finance in terms of: 

General Notice 991 of 2005, issued in Government Gazette no. 28095 of 7 December 2005; and 
General Notice 992 of 2005, issued in Government Gazette no. 28095 of 15 December 2005. 

The standards comprise of the following: 


GRAP 1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statements 

GRAP 3 

Accounting Policies, Changes in Accounting Estimates and Errors 

GAMAP 4 

The Effects of Changes in Foreign Exchange Rates 

GAMAP 6 

Consolidated Financial Statements and Accounting for Controlled Entities 

GAMAP 7 

Accounting for Investments in Associates 

GAMAP 8 

Financial Reporting of Interests in Joint Ventures 

GAMAP 9 

Revenue 

GAMAP 12 

Inventories 

GAMAP 17 

Property, Plant and Equipment 

GAMAP 19 

Provisions, Contingent Liabilities and Contingent Asset 


Accounting policies for material transactions, events or conditions not covered by the above GRAP and GAMAP 
Standards have been developed in accordance with paragraph 7, 11 and 12 of GRAP 3. These accounting policies 
and the applicable disclosures have been based on the South African Statements of Generally Accepted Accounting 
Practices (GAAP) including any interpretations of such Statements issued by the Accounting Practices Board. A 
summary of the significant accounting policies are disclosed below. 

The Minister of Finance has in terms of General Notice 552 of 2007, exempted compliance with certain of the above- 
mentioned standards and aspects or parts of these standards. Details of the exemptions applicable to the 
municipality have been provided in the notes to the financial statements. 

A summary of the significant accounting policies, which have been consistently applied except where an exemption 
has been granted, is disclosed below. 


Financial 

reporting 

standard 

Detail 

Extent of exemption from standard 

GRAP 3 

Accounting policies, changes 
in accounting estimates and 
errors 

Identification and impact of GRAP standards that have been 
issued but are not yet effective (GRAP3. 30-31) and changes to 
accounting policies (GRAP 3.14; 19). 

GAMAP 17 

Property, plant and 
equipment 

PPE 

Review of depreciation method applied to PPE recognised in 
the annual financial statements (GAMAP 17.62; 77). 

Review of useful life of items of PPE recognised in the annual 
financial statements. (GAMAP 17.59 - 61; 77). 

Impairment of non-cash-generating assets (GAMAP 17.64 - 69; 

75 (e) (V) - (Vi). 
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ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2008 


IAS 36 
(AC 128) 

Impairment of assets 

Entire standard. 

GAMAP Inventories 

12 

The entire standard as far as it relates to immovable capital assets 
inventory that is accounted for in terms of GAMAP 17. 

The entire standard to the extend that it relates to water stock that 
was not purchased by the municipality 

IAS 40 Investment property 

(AC 135) 

The entire standard to the extent that the property is accounted for in 
terms of GAMAP 17. 

Disclosure of the fair value of investment property if the cost model is 
applied and where the municipality has recognised the investment 
property in terms of this standard (IAS 40. 79(e)(i) - (iii)). 

IAS 17 
(AC 105) 

Leases 

Recognising operating lease payments/receipts on a straight-line 
basis if the amounts are recognised on the basis of the cash flows in 
the lease agreement (IAS 17.33 - 34 and 50 - 51, SAICA circular 
12/06.8 - 11). 

IAS 38 
(AC 129) 

Intangible assets 

The entire standard except for recognition, measurement and 
disclosure of computer software and website costs (SIC 32) and all 
other costs are expensed. 

IAS 19 
(AC 116) 

Employee benefits 

Defined benefit accounting as far as it relates to defined benefit plans 
accounted for as defined contribution plans and the defined benefit 
obligation disclosed by narrative information (IAS 19.29, 48 - 119 and 
120A(c) - (q)). 

GAMAP 

9 

Revenue 

Initial measurement of fair value; discounting all future receipts using 
an imputed rate of return (GAMAP 9.12 and SAICA circular 9/06) 

IAS 39 
(AC 133) 

Financial instruments; 
recognition and 
measurement 

Initially measuring financial assets and financial liabilities at fair value. 
(IAS 39.43, AG 79, AG 64 - AG 65 and SAICA circular 9/06). 

IFRS 5 
(AC 142) 

Non-current assets held for 
sale and discontinued 
operations 

Classification, measurement and disclosure of non-current assets 
held for sale. (IFRS 5.6 - 29 (in so far as it relates to non-current 
assets held for sale) and 38 - 42). 

IFRS 7 
(AC 144) 

Financial instruments; 
Disclosure 

Entire standard to be replaced by IAS 32(AC 125) issued August 

2006 and effective for financial statements covering periods beginning 
on or after 1 January 1998. 

IAS 14 
(AC 115) 

Segmental reporting 

Entire standard. 

IAS 20 
(AC 134) 

Accounting for government 
grants and disclosure of 
government assistance 

Entire standard excluding paragraphs 24 and 26, replaced by GAMAP 
12.8, GAMAP 17.25 and GAMAP 9.42 - 46. 

IFRS 3 
(AC 140) 

Business Combinations 

Entire standard. 


Assets, liabilities, revenues and expenses have not been offset except \«hen offsetting is required or permitted by a 
Standard of GAMAP or GRAP. 


2. USE OF ESTIMATES AND JUDGEMENTS 

The preparation of annual financial statements in conformity with Generally Accepted Municipal Practices (GAMAP) 
and Generally Recognised Accounting Practices (GRAP) requires management to make judgements, estimates and 
assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, income 
and expenses, actual results may differ from these estimates. 

Estimates and underlying assumptions are reviewed on an ongoing basis .Revisions to the accounting estimates are 
recognised in the period in which the estimates are revised and in any future affected. 
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ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2008 


Information about significant areas of estimation uncertainty and critical judgements in applying accounting policies 
that have the most significant effect on the amounts recognised in the financial statements are included in the 
following notes: 

Note 5 - Leave pay accrual 
Note 13 - Consumer debtors 
Note 32 - Contingent liabilities 


3. PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand. 


4. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 


5. RESERVES 
Government grant reserve 

When items of property, plant and equipment are financed from government grants, a transfer is made from the 
accumulated surplus/ (deficit) to the government grants reserve, equal to the government 

Grant recorded as revenue in the statement of financial performance in accordance with a directive (budget circular) 
issued by National Treasury. When such items of property, plant and equipment are depreciated, a transfer is made 
from the government grant reserve to the accumulated surplus/ (deficit). The purpose of this policy is to promote 
community equity by ensuring that the future depreciation expenses that will be incurred over the useful lives of 
government grant funded items of property, plant and equipment are offset by transfers from this reserve to the 
accumulated surplus/ (deficit). 

When an item of property, plant and equipment financed from government grants is disposed, the balance in tbe 
government grant reserve relating to such item is transferred to the accumulated surplus/ (deficit). 


6. PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment, is stated at cost, less accumulated depreciation and impairment losses. 

Heritage assets, which are culturally significant resources and which are shown at cost, are not depreciated owing to 
the uncertainty regarding their estimated useful lives. Similarly, land is not depreciated as it is deemed to have an 
indefinite life. 

Where items of property, plant and equipment have been impaired, the carrying value is adjusted by the impairment 
loss, which is recognised as an expense in the period that the impairment is identified. 

The cost of an item of property, plant and equipment acquired comprises its purchase price, including import duties 
and non-refundable taxes, and any directly attributable cost incurred in the acquisition, establishment and installation 
of such assets so as to bring them to working condition for their intended use. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary asset or monetary 
assets, or a combination of monetary and non-monetary assets was measured at its fair value. If the acquired item 
could not be measured at its fair value, its cost was measured at the carrying amount of the asset given up. 

Subsequent expenditure is capitalised when the recognition and measurement criteria of an asset are met. 
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ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2008 


Mogale City maintains and acquires assets to provide a sociai service to the community with no intention of disposing 
the assets for any economic gain and thus a residuai vaiue of R1 is determined. 

Property, piant and equipment (exciuding iand) are depreciated to a R1 vaiue. Where there are residuai vaiues these 
are not materiai. 


Depreciation is caicuiated on cost, using the straight-iine method over the estimated usefui iives of the assets. 
Depreciation of assets commence when the asset is ready for its intended use. The annuai depreciation rates are 
based on the foiiowing estimated asset lives:- 


Roads and paving 

30 

Buildings 

30 

Pedestrian malls 

30 

Specialist vehicles 

10 

Electricity 

20-30 

Other vehicles 

5 

Water 

15-20 

Office equipment 

3-7 

Sewerage 

15-20 

Furniture and fittings 

7-10 



Watercraft 

15 



Bins and containers 

5 

Community 


Specialised plant and equipment 

10-15 

Buildings 

30 

Other items of plant and equipment 

2-5 

Recreational facilities 

20-30 

Landfill sites 

20-30 


Security 5 

Assets heid under finance ieases are depreciated over their expected usefui iives on the same basis as owned 
assets or, where shorter, the term of the reievant iease if there is reasonabie certainty that the municipality will obtain 
ownership by the end of the lease term. 

The surplus / deficit arising on the disposal or retirement of an item of property, plant and equipment is determined as 
the difference between the sales proceeds and the carrying value and is recognised in the statement of financial 
performance. 

Where the carrying amount of an item of property, plant and equipment is greater than the estimated recoverable 
amount, it is written down immediately to its recoverable amount and an impairment loss is charged to the statement 
of financial performance. 


7. INTANGIBLE ASSETS 

Intangible assets are initially measured at cost and subsequently carried at cost less accumulated amortisation and 
accumulated impairment losses. Subsequent expenditure on capitalised intangible assets is capitalised only when it 
increases the future economic benefits embodied in the specific assets to which it relates. All other subsequent 
expenditure is expensed as incurred. 

The useful lives of intangible assets are assessed to be either finite or indefinite. Amortisation is charged to the 
statement of financial performance on a straight -line basis over the estimated useful life of the asset. The estimated 
useful lives are as follows: 


Computer software 5 years 
Amortisation periods are assessed annually. 

Intangible assets with an indefinite useful life are tested for impairment at each balance sheet date. Such intangible 
assets are not amortised. 
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ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2008 


8. INVESTMENTS 

8.1 Financial instruments 

Financial instruments, which include listed government bonds, unlisted municipal bonds, fixed deposits and short- 
term deposits invested in registered commercial banks, are recorded at cost and subsequent at fair value. 

Changes in the fair value of financial instruments that are designated and effective as cash flow hedges are 
recognised directly in the accumulated surpluses/ (deficits). Amounts deferred in net assets are recognised in the 
statement of financial performance in the same period in which the hedged firm commitment or forecasted 
transaction affects net surplus/ (deficit). 

Changes in the fair value of financial instruments that do not qualify for hedge accounting are recognised in the 
statement of financial performance as they arise. 


8.2 Held-to-maturity investments 

Held-to-maturity investments are non-derivative financial assets with fixed or determinable payments and fixed 
maturities that the municipality has the positive intention and ability to hold to maturity. 

Loans and receivables and held-to-maturity investments are carried at amortized cost using the effective interest 
method. Realised and unrealised gains and losses arising from changes in the fair value of the ‘financial assets at fair 
value through surplus / deficit category are included in the statement of financial performance in the period in which 
they arise. 


9. INVENTORIES 

Inventories include consumables stores, maintenance materials, spare parts for plant and equipment and land and or 
property held for sale. Cost is determined by the weighted average method and comprises all costs of purchases, 
cost of development, cost of conversion and other costs incurred in bringing the inventories to their present location 
and condition. Inventories are stated at the lower of cost and the current replacement cost where current 
replacement cost represents the cost the municipality would incur to acquire the item on the reporting date. 

When inventories are sold, exchanged or distributed the carrying amount of those inventories shall be recognised as 
an expense in the period in which the related revenue is recognised. If there is no related revenue, the expense is 
recognised when goods are distributed or related service is rendered. 

The amount of any write-down of inventories and all losses of inventories shall be recognised as an expense in the 
period the write-down or loss occurs. The amount of any write-down of inventories, arising from an increase in the net 
realisable value, shall be recognised as a reduction in the amount of inventories recognised as an expense in the 
period in which the reversal occurs. 


10. ACCOUNTS RECEIVABLE 

Consumer debtors, other debtors and receivables are recognised initially at fair value and subsequently measured at 
amortised cost using the effective interest method, less provision for impairment. A provision for impairment of 
accounts receivable is established when there is objective evidence that the municipality will not be able to collect all 
amounts due according to the original terms of the receivables. 

Accounts receivable are carried at anticipated realisable value. An estimate is made for doubtful receivables based 
on a review of all outstanding amounts at year-end. Bad debts are written off during the year in which they are 
identified. Amounts that are receivable within 12 months from the reporting date are classified as current. 
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ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2008 


11. ACCOUNTS PAYABLE 

Consumer deposits, creditors and sundry creditors are stated at their nominai vaiue and subsequentiy measured at 
amortised cost 


12. REVENUE 

Service charges reiating to eiectricity and water are based on consumption. Meters are read on a monthiy basis and 
are recognised as revenue when invoiced. Provisionai estimates of consumption are made monthiy when meter 
readings have not been performed. The provisionai estimates of consumption are recognised as revenue when 
invoiced. 

Adjustments to provisionai estimates of consumption are made in the invoicing period in which meters have been 
read. These adjustments are recognised as revenue in the invoicing period. 

Revenue from the saie of eiectricity prepaid meter cards are recognised at the point of saie and not when prepaid 
eiectricity is consumed. 

Service charges reiating to refuse removai are recognised on a monthiy basis in arrears by appiying the approved 
tariff to each property that has improvements. Tariffs are determined per category of property usage, and are ievied 
monthiy, regardless of whether or not all containers are emptied during the month. 

Service charges from sewerage and sanitation are based on the number of sewerage connections on each 
developed property using the tariffs approved from Council and are levied monthly. 

Interest and rentals are recognised on a time proportion basis that takes into account the effective yield on the asset. 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant service is 
rendered by applying the relevant gazetted tariff. This includes the issuing of licences and permits. 

Income for agency services is recognised on a monthly basis once the income collected on behalf of agents has 
been quantified. The income recognised is in terms of the agency agreement. 

Finance income from sale of housing by way of instalment sales agreements or finance leases is recognised on a 
time proportion basis. 

Revenue from the sale of goods is recognised when the risk and rewards of ownership are passed to the purchaser 

Revenue from public contributions is recognised when all conditions associated with the contribution have been met 
or where the contribution is to finance property, plant and equipment, when such items of property, plant and 
equipment is brought into use. Where public contributions have been received but the municipality has not met the 
condition, a liability is recognised 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection charges are 
recognised when such amounts are legally enforceable. Penalty interest on unpaid rates is recognised on a time 
proportion basis. 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised when 
payment is received. 

Donations are recognised on a cash receipt basis or where the donation is in the form of property, plant and 
equipment, at the fair value of the consideration received or receivable. 

Contributed property, plant and equipment are recognised when such items of property, plant and equipment is 
transferred to the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated 
procedures, including those set out in the Municipal Finance Management Act (Act No. 56 of 2003) and are 
recognised when the recovery thereof from the responsible councillors or officials is virtually certain. 
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ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2008 


13. CONDITIONAL GRANTS AND RECEIPTS 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the 
Municipality has complied \«ith any of the criteria, conditions or obligations embodied in the agreement. To the extent 
that the criteria, conditions or obligations have not been met a liability is recognised. 


14. PROVISIONS 

Provisions are recognised when the Municipality has a present or constructive obligation as a result of past events, it 
is probable that an outflow of resources embodying economic benefits will be required to settle the obligation and a 
reliable estimate of the provision can be made. Provisions are reviewed at reporting sheet date and adjusted to 
reflect the current best estimate. Non-current provisions are discounted to the present value using a discount rate 
based on the average cost of borrowing to tbe Municipality. 


15. CASH AND CASH EQUIVALENTS 

Cash includes cash on hand and cash with banks. Cash equivalents are short-term highly liquid investments that are 
held with registered banking institutions with maturities of three months or less and are subject to an insignificant risk 
of change in value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand, deposits held on 
call with banks and investments in financial instruments, net of bank overdrafts. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as 
incurred. 


16. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that bas not been budgeted, expenditure that is not in terms of the 
conditions of an allocation received from another sphere of government, municipality or organ of state and 
expenditure in the form of a grant that is not permitted in terms of the Municipal Finance Management Act (Act No. 56 
of 2003). Unauthorised expenditure is accounted for as an expense in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 


17. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No. 56 of 2003), 
the Municipal Systems Act (Act No. 32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in 
contravention of the Municipality’s supply chain management policy. Irregular expenditure excludes unauthorised 
expenditure. Irregular expenditure is accounted for as expenditure in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Financial Performance. 


18. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and would have been avoided had 
reasonable care been exercised. Fruitless and wasteful expenditure is accounted for as expenditure in the 
Statement of Financial Performance and where recovered, it is subsequently accounted for as revenue in the 
Statement of Financial Performance. 


- 12 - 



ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2008 


19. COMPARATIVE INFORMATION 
19.1 Current year comparatives: 

Budgeted amounts have been included in the annual financial statements for the current financial year only. 


19.2 Prior year comparatives: 

When the presentation or classification of items in the annual financial statements is amended, prior period 
comparative amounts are reclassified. The nature and reason for the reclassification is disclosed. 


20. LEASES 
The Municipality as Lessee 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership of an 
asset are transferred to the municipality. Property, plant and equipment subject to finance lease agreements are 
capitalised at their cash cost equivalent and the corresponding liabilities are raised. The cost of the item of property, 
plant and equipment is depreciated at appropriate rates on the straight-line basis over its estimated useful life. Lease 
payments are allocated between the lease finance cost and the capital repayment using the effective interest rate 
method. Lease finance costs are expensed when incurred. 

Leases where the lessor retains substantially all the risks and rewards of ownership are classified as operating 
leases. 


The Municipality as Lessor 

Assets leased to third parties under operating leases are included in property, plant and equipment in the statement 
of financial position. These assets are depreciated over their expected useful lives on a basis consistent with similar 
owned property, plant and equipment. 

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. 


21. RETIREMENT BENEFITS 

The municipality contribute to retirement benefit plans and after retirement contributions to medical aid funds 

i) Defined benefit plans 

The defined benefit funds, which are administered on a provincial basis, are actuarially valued triennially on the 
projected unit credit method basis. Deficits identified are recognised as a liability and are recovered through lump 
sum payments or increased future contributions on a proportional basis to all participating municipalities. 

ii) Defined contribution plans 

The contributions to fund obligations for the payment of retirement benefits are charged to the statement of financial 
performance in the same period as the related service is provided. 

iii) Post-retirement medical benefits 

The municipality contribute to the medical fund of certain ex-employees. These benefits are charged to the statement 
of financial performance in the year of payment. 


22. BORROWING COSTS 

Borrowing costs are recognised as an expense in the statement of financial performance in the period in which 
incurred. 
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ACCOUNTING POLICIES TO THE FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2008 


23. INTERNAL FINANCING OF PROPERTY, PLANT AND EQUIPMENT 

In order to finance the provision of infrastructure and other items of property, plant and equipment, amounts are 
provided from cash surpluses generated. 


24. RELATED PARTIES 

Individuals as well as their close family members, and/or entities are related parties if one party has the ability, 
directly or indirectly, to control or jointly control the other party or exercise significant influence over the other party in 
making financial and/or operating decisions. Key management personnel of the municipality are those persons, 
directly and indirectly, having authority and responsibility for planning, directing and controlling the activities of the 
municipality. Key management is defined as the Municipal Manager, Chief Financial officer and all other managers 
reporting directly to the Municipal manager or as designated by the Municipal Manager. 


25. VALUE ADDED TAX 

The Municipality accounts for value added taxation on a cash basis. 
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MOGALE CITY LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 

2008 2007 

R R 


1 BORROWINGS 

209 249 264 246 031 857 

452 012 559 144 

209 701 276 246 591 001 


Annuity loans 
Wesbank finance lease 
Sub-total 


Less: short -term borrowings 33 605 314 33 932 344 


Annuity loans 

33 486 435 

1 1 

33 824 687 

Wesbank finance lease 

118 879 


107 657 


176 095 962 212 658 657 


Annuity loans: The annuity loans bear interest between 10% and 16.2% per annum and are 
repayable over a period between 2 years and 16 years. Investments amounting to 
R46 969 219, have been ceded to DBSA. 

Refer to Appendix A for more detail on borrowings. 

2 PROVISIONS 

Trust account: T. Madikane 

Balance at the beginning of the year 


Contribution to provision 

12 696 


Balance at the end of the year _ 

A trust account was established by the office of the executive mayor of MCLM, on behalf of the 
Madikane Family, for a two year old girl who is in need of a liver transplant. 

The Municipality has given a commitment to assist with the fund raising. 

12 696 


Collateral guarantee insurance 

Balance at the beginning of the year 

300 480 

296 835 

Contribution to provision 

10 804 

3 645 

Balance at the end of the year _ 

MCLM has housing guarantees with banks on behalf of MCLM employees. These employees 
contribute to this provision on a monthly basis, to cover MCLM of possible losses. 

311 284 

300 480 

Rugby football club 

Balance at the beginning of the year 

155 937 

155 937 

Reversal of provision 

(155 937) 


Balance at the end of the year _ 

■ 

155 937 


MCLM purchased sport facilities from the Krugersdorp rugby football club in 1990. The purchase 
price was credited to a trust account and was paid to the relevant party in the 2007/2008 financial 
period. 



323 980 

456 417 

CONSUMER DEPOSITS 



Electricity and water 

30 817 227 

28 340 405 


30 817 227 

28 340 405 


Guarantees held in lieu of electricity and water consumer deposits was R6 908 860 (2008) and 
R6 462 796 (2007). 

4 CREDITORS 
4.1 Creditors 


Trade creditors 

50 026 242 

(1 836 006) 

Other creditors 

3 244 945 

(70 379) 

SARS - value added taxation 

25 552 558 

25 552 558 

Retentions 

1 644 976 


Unallocated cash 

481 229 

421 223 

Salary third party payments 

1 251 244 

10 771 035 

Consumer debtors credit balances transferred to creditors ( note 13 ) 

27 157 454 

24 305 106 

Unpresented cheques 

5 543 523 

32 878 383 

Receivables credit balances transferred to creditors ( note 9 ) 

23 223 

433 988 

Payments received in advance transferred from other debtors ( note 14 ) 

6 935 982 

1 248 739 

VAT refundable from SARS transferred from other debtors ( note 14 ) 

12 914 905 

31 965 099 

Creditors paid in advance transferred from other debtors ( note 14 ) 

69 843 

2 697 336 

Inventory in transit ( note 12 ) 

206 817 




135 052 941 

128 367 082 

Sundry deposits 



Sundry deposits 

5 467 023 

4 405 052 


5 467 023 

4 405 052 


Sundry deposits consist of hall-, kerb-, builders water- and key deposits 
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MOGALE CITY LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 

2008 2007 

R R 


5 LEAVE PAY ACCRUAL 
Staff leave 

Balance at the beginning of the year 18 920 858 25 010 857 

Utilised during the year (3 968 727) (6 089 999) 


Balance at the end of the year 14 952 131 18 920 858 

An accrual for leave pay is recognised for leave due to employees at year end. The accrual for 
leave is calculated by multiplying the number of leave days due to each employee by a daily rate 
based on the total cost to company. The accrual is expected to realise within the following 
financial year when the employees request the leave to be paid out or is used. 

6 UNSPENT CONDITIONAL GRANTS AND RECEIPTS 

Conditional grants from other spheres of government 36 531 758 16 923 827 


MIG grants 

Department of housing 

Provincial government grants 

West Rand District Municipality grants 

Bontle Ke Botho 

Seta training grant 

National department of sport 


19 414 463 


2 988 843 

4 183 930 


1 848 567 

11 064 902 


10 764 596 

575 202 


1 145 017 

440 407 


148 478 

824 528 



28 326 


28 326 


Grants receivable transferred to debtors - 2 961 735 


Provincial government grants 



2 623 191 

West Rand District Municipality grants 



338 544 


36 531 758 19 885 562 


Refer note 18 for reconciliation of grants from other spheres of government. 

7 VALUE ADDED TAXATION 

Value added taxation receivable (5 810 249) (73 651) 

Value added taxation payable 59 416 903 55 580 244 

53 606 654 55 506 593 


Value added taxation is payable on the receipts basis. Only once payment is received from 
debtors is value added taxation paid over to SARS. 

8 INVESTMENTS 


Non-current 


Unlisted - fixed deposits 

31 125 622 

34 958 976 

Listed - Sanlam 

162 016 

219 502 

Current 

31 287 638 

35 178 478 

Unlisted - fixed deposits 

6 131 809 

28 003 246 

Call accounts 

47 916 458 

9 000 000 


54 048 267 

37 003 246 


Investments pledged with banking institutions were R31 125 622 (2008) and R34 958 976 (2007) 


9 RECEIVABLES 


Stand and housing loans 

678 228 

1 212 478 

Sundry loans 

6 521 015 

5 956 654 

Deferred charges 


227 245 

Receivables credit balances transferred to creditors ( note 4.1 ) 

23 223 

433 988 

Receivables 

7 222 466 

7 830 365 

Less: impairment of receivables 

(6 247 554) 

- 


974 912 

7 830 365 


Stand and housing loans 

Stand & housing loans are available to buyers of property within Mogale City. These loans are 
granted and repayable with interest in terms of Council’s policy. 

Sundry loans 

Sundry loans consist of study loans for residents and ex employees of MCLM, loans to the 
Krugersdorp squash club to build a clubhouse, loans to Gasbeton for brickworks . 

The impairment of receivables consists of all long outstanding receivables outstanding for longer 
than 90 days. 
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2008 

R_ 

- 16 - 


2007 

R 




MOGALE CITY LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 


2008 

R 


2007 

R 


11 INTANGIBLE ASSETS 
Computer software 

Carrying value at the beginning of the year 

Cost 

Accumulated amortisation 

Capitalised during the year 
Armortisation during the year 

Carrying value at the end of the year 

Cost 

Accumulated amortisation 

12 INVENTORIES 

Saleable land held for sale 
Consumable inventory 
Sub stores inventory 
Inventory in transit (note 4.1) 

Less: impairment of obsolete inventory 


The following amounts were charged to the statement of financial performance: Stock count 
adjustment at year end R 327 491 - other inventory adjustment during the year R910 386 and 
write off of inner parts of transformers (R94 828). 


2 449 573 


2 971 517 
(521 944) 

(594 303) 

2 971 517 
(521 944) 

1 855 270 

2 449 573 

2 971 517 
(1 116 247) 

2 971 517 
(521 944) 

69 542 000 

10 997 860 

2 869 543 

206 817 
(166 968) 

69 542 000 

12 971 963 

83 449 252 

82 513 963 


13 CONSUMER DEBTORS 


30 June 2008 


Rates 

Electricity 

Water 

Sewerage 

Refuse 

Value added taxation 
Interest & Other 
Total 

Consumer debtors credit balances transferred to creditors ( note 4.1 ) 


30 June 2007 


Rates 

Electricity 

Water 

Sewerage 

Refuse 

Value added taxation 

Interest 

Other 

Total 

Consumer debtors credit balances transferred to creditors ( note 4.1 ) 


Rates: ageing 

Current (0 - 30 days) 
31 - 60 days 
61 - 90 days 
> 90 days 


(Electricity, water, sewerage and refuse): ageing 

Current (0 - 30 days) 

31 - 60 days 
61 - 90 days 
> 90 days 


Other services : ageing 

Current (0 - 30 days) 

31 - 60 days 
61 - 90 days 
> 90 days 


Gross balance 

Impairment of 

Net balance 


consumer 



debtors 


R 

R 

R 

117 430 883 

79 797 848 

37 633 035 

39 305 692 

30 452 772 

8 852 920 

97 141 096 

92 690 976 

4 450 120 

66 804 274 

64 353 814 

2 450 460 

119 479 636 

117 633 036 

1 846 600 

54 982 233 


54 982 233 

65 429 839 

65 808 280 

(378 441) 

560 573 653 

450 736 726 

109 836 927 

27 157 454 


27 157 454 

587 731 107 

450 736 726 

136 994 381 

Gross balance 

Impairment of 

Net balance 


consumer 



debtors 


R 

R 

R 

108 692 210 

107 496 862 

1 195 348 

42 742 128 

10 644 915 

32 097 213 

102 420 172 

67 942 579 

34 477 593 

68 728 611 

62 037 274 

6 691 337 

127 631 602 

122 264 185 

5 367 417 

53 855 559 

38 693 270 

15 162 289 

29 842 552 

18 682 070 

11 160 482 

10 284 718 

7 084 270 

3 200 448 

544 197 552 

434 845 425 

109 352 127 

24 305 106 


24 305 106 

568 502 658 

434 845 425 

133 657 233 


2008 

2007 

R 

R 


14 984 448 

11 422 171 

8 177 624 

8 106 509 

4 988 825 

3 293 558 

114 147 463 

110 168 359 

142 298 360 

132 990 597 

36 636 669 

38 294 512 

18 974 813 

24 298 073 

7 069 306 

8 836 558 

261 281 566 

269 602 857 

323 962 354 

341 032 000 

12 024 516 

9 832 409 

3 832 230 

10 597 422 

3 039 676 

4 605 600 

102 573 971 

69 444 630 






MOGALE CITY LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 



2008 

R 

2007 

R 


121 470 393 

94 480 061 

Total 

587 731 107 

568 502 658 

Reconciliation of the impairment of consumer debtors 

Balance at the beginning of the year 

483 464 155 

365 125 560 

Originated during the year 

98 106 436 

136 358 830 

Bad debt written off / reversals during the year 

(70 540 685) 

(18 020 235) 

Balance at the end of the year 

511 029 906 

483 464 155 

Impairment allocated as follows: 

Consumer debtors (note 13) 

450 736 726 

434 845 425 

Other debtors (notel4) 

54 045 626 

48 618 730 

Receivables (note 9) 

6 247 554 

- 


511 029 906 

483 464 155 
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MOGALE CITY LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 



2008 

2007 


R 

R 

OTHER DEBTORS 



Grant debtors 


68 051 

Payments received in advance transferred to creditors ( note 4.1 ) 

69 843 

2 697 336 

Value added taxation refundable from SARS transferred to creditors ( note 4.1) 

12 914 905 

31 965 099 

Sundry debtors 

12 160 903 

1 440 200 

Personnel interim advances debtors 

Insurance claims 

833 344 

1 267 128 

Indigent parked amounts 

23 046 314 

23 098 451 

Housing loans 

13 482 511 

21 869 129 

Sundry loans 

824 226 

918 629 

Venus suspense account 


62 889 

Payments received in advance transferred to creditors ( note 4.1 ) 

6 935 982 

4 085 772 

Less: impairment of other debtors 

(54 045 626) 

(48 618 730) 


16 222 402 

38 853 954 


Included in sundry debtors is an amount of R3 435 180 that is owed to MCLM for agency fees on 
income collected on behalf of department of transport for March, May & June 2008. 


15 CASH AND CASH EQUIVALENTS 

The Municipality has the following bank accounts; - 

First National Bank - Corporate account services branch: account number 6204 524 3491 


Primary account 

Cash book balance at the beginning of the year 
Cash book balance at the end of the year 

Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 

First National Bank - Corporate account services branch: 


(3 103 223) 

1 790 287 

(507 347) 

(3 103 223) 

100 000 

1 056 534 

100 000 

100 000 


number 6204 524 2469 


Direct deposit account 

Cash book balance at the beginning of the year 
Cash book balance at the end of the year 

Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 

First National Bank - Corporate account services branch: 


(1 162 423) 1 224 255 

(2 Q21 112) (1 162 423) 

100 300 1 224 255 

100 000 100 300 


number 6204 523 1074 


Expenditure account 

Cash book balance at the beginning of the year 7 053 621 (17 645 987) 


Cash book balance at the end of the year 
Add back outstanding cheques included as creditors (note 4.1) 

Adjusted cash book balance at the end of the year 

Bank statement balance at the beginning of the year 12 756 632 13 645 725 

Bank statement balance at the end of the year 5 728 529 12 756 632 

First National Bank - Corporate account services branch: account number 6208 172 0114 


(252 774) 


(25 824 762) 

5 543 523 


32 878 383 


5 290 749 7 053 621 


Traffic fines account 


Cash book balance at the beginning of the year 50 000 97 978 

Cash book balance at the end of the year 50 000 50 000 

Bank statement balance at the beginning of the year 50 000 97 978 

Bank statement balance at the end of the year 50 000 50 000 

First National Bank - Corporate account services branch: account number 6208 171 8523 

Debt pack (debt collectors) account 


Cash book balance at the beginning of the year 37 332 15 029 

Cash book balance at the end of the year ^ 37 332 


Bank statement balance at the beginning of the year 50 000 15 029 

Bank statement balance at the end of the year - 50 000 


First National Bank - Corporate account services branch: account number 6208 171 9274 

Ramathe FIvaz (debt collectors) account 

Cash book balance at the beginning of the year 
Cash book balance at the end of the year 


9 930 


(17 176) 9 930 

^ (17 176) 


Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 
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R 


2007 

R 




MOGALE CITY LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 


First National Bank - Corporate account services branch: account number 6209 288 6327 

Snyman & Heymans (debt collectors) account 

Cash book balance at the beginning of the year 
Cash book balance at the end of the year 

Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 


2008 

2007 

R 

R 


32 848 

35 451 

- 

32 848 

50 000 

35 451 


50 000 


First National Bank - Corporate account services branch: account number 6212 767 4358 
Grants account 


Cash book balance at the beginning of the year 
Cash book balance at the end of the year 

Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 

ABSA : account number 310 000 027 

Cash book balance at the beginning of the year 
Cash book balance at the end of the year 

Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 

First National Bank - Account number 6205 643 3429 

Cash book balance at the beginning of the year 
Cash book balance at the end of the year 

Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 

First National Bank - Account number 6217 855 2454 

Trust account: T. Madikane 

Cash book balance at the beginning of the year 
Cash book balance at the end of the year 

Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 

Bank recon suspense account 

Total all bank accounts 

Cash book balance at the beginning of the year 
Cashbook balance at the end of the year 

Bank statement balance at the beginning of the year 
Bank statement balance at the end of the year 

Cash and cash equivalents 

Petty cash 
Bank accounts 


2 515 777 

846 290 2 515 777 


2 515 777 

846 290 2 515 777 


(34 276) 


(34 276) 


613 090 


1 998 161 


12 697 


12 697 


2 327 499 4 694 985 


10 067 465 

5 998 776 


6 021 106 

10 067 465 



13 106 932 

6 824 819 


13 720 022 

13 106 932 


34 376 37 376 

5 998 776 10 067 465 


6 033 152 10 104 841 


16 PROPERTY RATES 
Actual 

Assessment rates 


Residential 

62 719 221 

66 464 535 

Agricultural 

8 795 907 

4 647 527 

Commercial 

65 115 503 

63 604 538 

State 


1 163 229 


136 630 631 

135 879 829 

Valuations 

July 2008 

July 2007 

Property valuation 

ROOD'S 

ROOD'S 

Residential 

690 390 

1 301 508 

Commercial 

392 528 

452 270 

State 

36 841 

38 369 

Municipal and other exempted 

804 971 

90 609 

Other 


80 980 


1 924 730 

1 963 736 
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MOGALE CITY LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 



2008 

2007 


R 

R 

SERVICE CHARGES 



Sale of electricity 

233 145 583 

241 026 090 

Refuse removal 

48 028 605 

48 332 710 

Sewerage and sanitation charges 

50 580 557 

55 575 398 

Sale of water 

120 030 481 

129 410 731 


451 785 226 

474 344 929 

GOVERNMENT GRANTS AND SUBSIDIES 



Equitable share 

81 597 848 

68 281 566 

Provincial health subsidies 

7 293 428 

5 996 126 

MIG grants 

30 635 806 

26 479 957 

Department of housing 


213 590 

Finance management grant 

500 000 

500 000 

Provincial government 

8 193 560 

2 239 747 

West Rand District Municipality 

3 659 975 

4 606 523 

Bontle ke Botho 

128 071 

208 788 

Seta training grants 


1 852 662 

National department of sport 


36 866 


132 008 688 

110 415 825 


18.1 Equitable share 

In terms of the Constitution, this grant is used to subsidise the provision of basic services to 
indigent community members. Ali registered indigents receive a monthiy subsidy of R86 
(assessment rates , refuse, sewer) , 50 kwh electricity and 6 kl of water which is funded from this 
grant. 

18.2 Provincial health subsidies 


7 293 428 5 996 126 

(7 293 428) (5 996 126) 

Conditions stili to be met - transferred to liabiiities (note 6) ^ ^ 


The Municipality renders health services on behalf of the Provincial Government and is refunded 
the total expenditure incurred. This grant has been used exclusively to fund public health 
services. (included in the public health vote in Appendix D). 


Balance unspent at the beginning of the year 
Current year receipts - included in public health vote 
Conditions met - transferred to revenue 


18.3 MIG grant 


Balance unspent at the beginning of the year 

2 988 843 

3 319 462 

Current year receipts 

47 061 426 

26 149 338 

Conditions met - transferred to revenue 

(30 635 806) 

(26 479 957) 

Conditions still to be met - transferred to liabilities ( note 6) 

19 414 463 

2 988 843 

18.4 Department of housing 

Balance unspent at the beginning of the year 

1 848 567 

2 062 158 

Adjustment 

2 335 363 

- 

Conditions met - transferred to revenue 


(213 591) 

Conditions still to be met - transferred to liabilities ( note 6) 

This grant is administrated on behalf of the Department of Housing for the erection of houses. 

4 183 930 

1 848 567 

18.5 Finance management grant 

Balance unspent at the beginning of the year 


500 000 

Current year receipts 

500 000 


Conditions met - transferred to revenue 

(500 000) 

(500 000) 

Conditions still to be met - transferred to liabilities ( note 6) 

The finance management grant is utilized in the internship programme for the payment of salaries 
and training of the finance interns as well as the payments to consultants for preparation of 
financial statements. 



18.6 Provincial government grants 

Balance unspent at the beginning of the year 

10 764 596 

3 567 805 

Adjustment to opening balance 

96 865 


Current year receipts 

8 397 001 

11 301 638 

Conditions met - transferred to revenue 

(8 193 560) 

(3 928 043) 

Adjustment to closing balance 


(176 804) 

Conditions still to be met - transferred to liabilities ( note 6) 

11 064 902 

10 764 596 


These grants are received from : a). Department of Sport, Recreation , Arts and Culture for sport 

b. Department of Water Affairs and Forestry for the water demand management programme. 

c. Gauteng Department of Social Development for development of community facilities. 

d. Department of Local Government for restructuring within the organization. 




MOGALE CITY LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 


2008 2007 


- 21 - 



18.7 West Rand District Municipality 

Balance unspent at the beginning of the year 

1 145 017 

2 763 049 

Adjustments 

468 896 


Current year receipts 

2 621 264 

1 708 162 

Conditions met - transferred to revenue 

(3 659 975) 

(3 326 194) 

Conditions stili to be met - transferred to liabiiities ( note 6) 

WRDM funds various activities in the Municipality e.g. HIV/AIDS, primary health care, 
programmes for the youth, elderly, disabled, etc. 

575 202 

1 145 017 

18.8 Bontle Ke Botho 

Balance unspent at the beginning of the year 

148 478 

357 266 

Current year receipts 

420 000 

- 

Conditions met - transferred to revenue 

(128 071) 

(208 788) 

Conditions still to be met - transferred to liabilities ( note 6) 

Bontle Ke Botho is prize money received for the greater Krugersdorp Town & various wards for 
environmental awareness and will be spent in the following financial year 

440 407 

148 478 

18.9 Seta training grant 

Balance unspent at the beginning of the year 


942 643 

Current year receipts 

824 528 

- 

Conditions met - transferred to revenue 


(942 643) 

Conditions still to be met - transferred to liabilities ( note 6) 

This grant is utilised for training and development of officials in the municipality. 

824 528 

- 

18.10 National department of sport 

Balance unspent at the beginning of the year 

28 326 

65 192 

Current year receipts 


- 

Conditions met - transferred to revenue 


(36 866) 

Conditions still to be met - transferred to liabilities ( note 6) 

28 326 

28 326 

Total unspent grants (note 6) 

Changes in levels of government grants 

Based on allocation set out in the Division of Revenue Act (Act 1 of 2005), no significant changes 
in the level of government grant funding is anticipated over the forthcoming three financial years, 
except for the increase in the equitable share due to the abolishment of the RSC levies with effect 
from 1 July 2006. 

36 531 758 

16 923 827 

19 OTHER INCOME 

Other income 

1 643 144 

2 127 768 

Administration fee 

440 558 


Advertising 

1 480 768 

682 166 

Application fees 

518 871 

585 226 

Building plan fees 

3 329 133 

2 993 490 

Bulk service connections 

7 979 158 

7 602 742 

Cemetery fees 

1 493 039 

1 169 287 

Contributions roads, storm water and parks 

1 806 362 

1 718 943 

Insurance claims 

621 092 

649 171 

Medical aid contributions (pensioners) 

759 474 

1 121 625 

New service connections 

8 055 898 

3 404 862 

Service connections 

3 690 238 

7 961 641 

Sale of erven 

2 484 515 

8 872 574 

Unallocated cash 

(19 216) 

5 771 862 

_ 

34 283 034 

44 661 357 

20 EMPLOYEE RELATED COSTS 

Employee related costs - salaries and wages 

173 978 846 

144 821 661 

Employee related costs - contributions for UIF, pensions and 

43 335 800 

38 585 722 

Travel, motor car, accommodation, subsistence and other allowances 

22 953 102 

20 630 265 

Housing benefits and allowances 

2 366 010 

2 128 338 

Overtime payments 

18 603 706 

16 453 090 

Bonus payments 

12 596 502 

10 604 780 


273 833 966 

233 223 856 

Less: Employee costs included in other expenses (internal charges / charge outs) 

(1 322 196) 

(1 675 923) 

; 

272 511 770 

231 547 933 

An amount of R272 174 for personell advances is included in the salary third party payments in note 4.1. 

Remuneration of the Municipal manager 
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2008 

2007 


R 

R 

Annual remuneration 

806 179 

519 077 

Car allowance 

106 800 

80 100 

Contributions to UIF, medical and pension funds 

32 590 

50 268 


945 569 

649 445 

- 22 - 



Remuneration of the Chief finance officer 



Annual remuneration 

591 913 

237 613 

Performance bonuses 

88 905 

- 

Car allowance 

210 500 

66 000 

Contributions to UIF, medical and pension funds 

39 492 

13 448 


930 810 

317 061 

Remuneration of individual executive managers 



Annual remuneration 

3 770 366 

2 072 591 

Performance bonuses 

370 115 

231 473 

Car allowance 

1 031 376 

545 583 

Contributions to UIF, medical and pension funds 

105 750 

33 690 


5 277 607 

2 883 337 

21 REMUNERATION OF COUNCILORS 



Executive mayor 

461 979 

408 703 

Speaker 

361 791 

316 689 

Executive committee members 

3 399 734 

3 004 784 

Councilors 

7 408 687 

3 937 503 

Councilors’ pension contribution 

1 310 858 

658 553 


12 943 049 

8 326 232 

In-kind benefits 

The Executive mayor, Deputy executive mayor. Speaker and Executive committee members are 
employed full-time. Each is provided with an office and secretarial support at the cost of the 

Council. 



The Executive mayor has use of a Council owned vehicle for official duties. The Executive mayor 
has two full-time bodyguards. Councilors are employed full time or part time. 



22 INTEREST PAID 



Borrowings 

30 708 130 

35 146 289 


30 708 130 

35 146 289 

23 BULK PURCHASES 



Electricity 

140 345 004 

128 795 143 

Water 

83 679 591 

80 408 937 


224 024 595 

209 204 080 

The water losses were 35% of the total kl purchased and electricity losses were 5% of the kwh 
purchased. The amount of the water losses at cost of R272 per kilo liters amounted to R26 862 

921. The amount of the electricity losses amounted to R6 219 955 at the average selling price of 

20c per kwh. 



24 GENERAL EXPENSES 



Bank charges 

1 490 464 

1 280 067 

CGDC:Sewer contributions 

1 380 876 

1 756 603 

Electricity connections (recoverable) 

4 325 563 

4 603 096 

Implementation of Property Rates Act 

2 719 197 


Insurance claims 

1 324 313 

944 796 

Insurance premiums 

3 064 578 

2 726 062 

Legal costs 

3 788 772 

1 097 778 

License fees: computer, vehicles, other 

1 590 802 

558 789 

Municipal charges: electricity, water, sanitation, refuse removal 

4 899 697 

6 366 569 

Oil and fuel 

8 989 566 

6 145 106 

Postage 

1 551 522 

1 347 451 

Purchases for consumption: electricity and water 

2 194 497 

2 077 235 

Rental: equipment 

2 546 952 

752 219 

Rental: traffic speed cameras 

6 940 456 


Rental: trucks and vacuum tankers 

6 405 434 

10 311 395 

Skills levy contributions 

2 206 847 

1 833 256 

Special projects 

6 253 669 

1 717 306 

Stores and materials 

1 615 350 

1 856 795 

Telephone, cellphone and faxes 

9 219 319 

7 569 775 

Training 

1 426 176 

639 139 

Water connections 

1 313 898 

462 222 

Other expenses 

12 362 597 

11 361 871 


87 610 545 

65 407 530 


25 CASH GENERATED FROM OPERATIONS 
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2008 

R 

2007 

R 

Surplus for the year 

48 818 033 

98 263 560 

Adjusted for:- 

Depreciation on property, plant and equipment 

5 248 951 

2 885 221 

Amortisation of intangible assets 

594 303 

521 944 

Disposal of property, plant and equipment 

194 009 

1 297 234 

Interest paid 

30 708 130 

35 146 289 

Interes received 

(3 865 552) 

(12 585 331) 

Operating surplus before working capital changes: 

81 697 874 

125 528 917 
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Increase in inventories 

(935 289) 

(28 178 260) 

Increase in consumer debtors 

(3 337 148) 

(34 560 041) 

Decrease / (increase) in other debtors 

22 631 552 

(30 000 469) 

Increase in conditional grants and receipts 

16 646 195 

5 641 639 

Decrease in leave pay accrual 

(3 968 727) 

(6 089 999) 

Increase in creditors 

6 658 287 

56 207 089 

(Decrease) / increase in value added taxation 

(1 899 939) 

27 773 006 

Cash generated from operations 

117 492 805 

116 321 882 


26 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement comprise of the following: 


Cash and cash equivalents 

6 033 152 

10 104 841 

Bank accounts 

5 998 776 


10 067 465 

Petty cash 

34 376 


37 376 

Investments 

54 048 267 

37 003 246 

Call accounts 

47 916 458 


9 000 000 

Current - unlisted fixed deposit 

6 131 809 


28 003 246 


60 081 419 47 108 087 


Cash and cash equivalents not available for use by the municipality 

Grants 

South African Revenue Services 
Trust account:!. Madikane 
DBSA loan 
Rugby football club 


31 082 046 5 000 000 

7 084 123 
12 696 

15 843 598 14 503 246 

155 937 


54 022 463 19 659 183 


The Municipality has undrawn borrowing facilities of R15 million with First National Bank(FNB) 

, which is available for use for future operating activities and other capital commitments. 

27 ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 

27.1 Contributions to organized local government 

Saiga 

Balance at the beginning of the year 

Council subscriptions 999 632 829 557 

Amount paid - current year (670 946) (829 557) 

Balance at the end of the year (unpaid included in creditors) 328 686 ^ 


27.2 Audit fees 

Balance at the beginning of the year 

Current year audit fee 1 235 159 650 953 

Amount paid - current year (1 226 829) (650 953) 

Balance at the end of the year (unpaid included in creditors) 8 330 

27.3 Value added taxation 

VAT input receivable and VAT output payable are shown in note 7. All VAT returns have been 
submitted timeously throughout the year. 


27.4 PAYE and UIF 
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2008 

R 

2007 

R 

Balance at the beginning of the year 

2 300 845 

- 

Current year payroll deductions 

44 591 043 

2 300 845 

Amount paid - current year 

(36 767 927) 


Amount paid - previous years 

(6 602 674) 


Balance at the end of the year (unpaid included in creditors) 

3 521 287 

2 300 845 

27.5 Pension and medical aid deductions 

Balance at the beginning of the year 

4 009 380 


Current year payroll deductions and council contributions 

45 277 859 

4 009 380 

Amount paid - current year 

(48 943 385) 


Balance at the end of the year (unpaid included in creditors) 
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27.6 Councilor's arrear consumer accounts 

343 854 

4 009 380 

The following Councilors had arrear accounts outstanding for more than 90 days at year end: - 


Total 

Outstanding for 
less than 90 
days 

30th June 2008 

R 

R 

Lebesa SL 

12 674 

512 

Oliphant SR 

7 760 

618 

Thobela DC 

1 959 

1502 

Thabe DS 

446 

173 


22 839 

2 805 


Total 

Outstanding for 
less than 90 
days 

30th June 2007 

R 

R 

Lebesa SL 

25 476 

970 

Oliphant SR 

15 660 

929 

Sebiloane AK 

3 416 

478 

Steenkamp JT 

373 

286 

Thabe DS 

3 884 

231 

Thobela DC 

1 514 

239 


50 323 

3133 


27.7 Related parties 

Related party relationships exist between the municipality and the following parties: 

a) Mayor, 

b) Speaker, 

c) Councilors, and 

d) Municipal manager and Section 57 personnel (managers) 




Service 

Outstanding 

30 June 2008 

Rates 

charges 

balance 

Councilors 

108 729 

285 432 

52 782 

Municipal manager and S57 personnel 

18 707 

14 225 

6 477 


127 436 

299 657 

59 259 



Service 

Outstanding 

30 June 2007 

Rates 

charges 

balance 

Councilors 

114 943 

286 231 

94 075 

Municipal manager and S57 personnel 

9 467 

14 056 

6 288 


124 410 

300 287 

100 363 


Refer to note 20 and 21 for employee benefits of related parties. 

28 CAPITAL COMMITMENTS 


Commitments in respect of capital expenditure: 
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2008 2007 

R_ R_ 

Approved and contracted for 25 061 142 29 696 231 


Infrastructure 

17 384 394 


15 143 274 

Community 

5 081 291 


7 562 438 

Heritage 

580 366 


200 000 

Other 

2 015 091 


6 790 519 


Approved but not yet contracted for 


Infrastructure 




Community 




Heritage 




Other 




Total 

25 061 142 

29 696 231 


This expenditure will be financed from; 

Revenue 

Government grants 
District council grants 


14 428 726 
24 984 664 15 267 505 

76 478 


25 061 142 29 696 231 
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29 CORRECTION OF ERRORS 

During the current financial year, prior year errors were identified with regards to the following:- 

29.1 Impact on financial positior 

The effect of the errors on the financial position is as follows: 

29.1.1 Creditors 

Value added taxation 

The municipality was refunded value added taxation in error in the prior period. The error has 
been retrospectively corrected in the financial statements and comparative figures have been restated. 

Sundry creditors 

A sundry creditor was raised in error during the conversion from the venus system to the BIQ 
system in the prior period. The error has been retrospectively corrected in the financial statements 
and comparative figures have been restated. 

The effect of the errors to the financial position of the municipality is as follows:- 

Creditors balance as previously reported - 108 767 669 

Correction of error value added taxation - 25 552 558 

Correction of error sundry creditors - (5 953 145) 

Creditors balance restated - 128 367 082 


29.1.2 Other debtors 
Sundry debtors 

A sundry debtor was raised in error during the conversion from the venus system to the BIQ 
system in the prior period. The error has been retrospectively corrected in the financial 
statements and comparative figures have been restated. 

Interest receivable 

Interest receivable was raised in error on consumer debtors in prior periods and was reversed and 
corrected as an error. The error has been retrospectively corrected in the financial statements and 
comparative figures have been restated. 

Grants receivable 

Grants receivable was raised in error on consumer debtors in prior periods and was reversed and 
corrected as an error. The error has been retrospectively corrected in the financial statements and 
comparative figures have been restated. 

The effect of the errors to the financial position of the municipality is as follows:- 


Other debtors balance as previously reported - 44 863 750 

Correction of error sundry debtors - (1 917 317) 

Correction of error interest receivable - (1 198 795) 

Correction of error grants receivable - (2 893 684) 

Other debtors balance restated - 38 853 954 


29.1.3 Property, plant and equipment 


Asset verification 
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R_ R_ 

An asset verification test was performed during the current year and it was identified that certain 
assets were not capitaiised in prior periods. The error has been retrospectiveiy corrected in the 
financiai statements and comparative figures have been restated. 

Depreciation on property, piant and equipment 

Depreciation on property, piant and equipment was caiculated in error whiie the assets were not 
avaiiabie for use. Depreciation only commences when the asset is available for use. The error has 
been retrospectively corrected in the financial statements and comparative figures have been restated. 

The effect of the errors to the financial position of the municipality is as follows:- 

Property, plant and equipment balance as previously reported - 305 617 949 

Correction of error asset verification - 2 177 400 

Correction of error depreciation on property, plant and equipment - (1 465 692) 

Property, plant and equipment balance restated ^ 306 329 657 

29.1.4 Contribution to provisions 

Contribution to provisions 

Contribution to provisions was accounted for incorrectly in the prior period. The contribution was 
raised directly against the accumulated surplus account in reserves and was not accounted for 
in the statement of financial performance. 

The error has been retrospectively adjusted in the financial statements and comparative figures 
have been restated. 


The effect of the adjustment to the financial position of the municipality is as follows:- 
Accumulated surplus balance as previously reported 
Contribution to provisions - equity impact 

Contribution to provisions - financial performance impact (note 29.3 

Accumulated surplus balance restated 


(87 683 201) 




(130 155 748) 
130 155 748 



- 

(87 683 201) 


29.1.5 Inventory 

Saleable land 

Saleable land was identified during the current financial year. The saleable land existed previously 
but was not capitalised in prior periods. The saleable land error was corrected in the current 
financial year. The error has been retrospectively corrected in the financial statements and 
comparative figures have been restated. 

The effect of the errors to the financial position of the municipality is as follows:- 

Inventory balance as previously reported - 12 971 963 

Correction of error saleable land - 69 542 000 


Inventory balance restated ^ 82 513 963 


29.1.6 Intangible assets 
Computer software 

A prior year error was identified during the current financial year for intangible assets not previously 
capitalised and amortised. The error has been retrospectively corrected in the financial statements 
and comparative figures have been restated. 

The effect of the errors to the financial position of the municipality is as follows:- 

Intangible assets as previously reported 
Correction of error - intangible assets capitalised 
Correction of error - amortisation of intangible assets 

Intangible assets restated ^ 2 449 573 


29.2 Impact on statement of changes in net asset: 

The impact of the errors on the statement of changes in net assets of the above is as follows: 

Opening accumulated deficit 

Accumulated deficit balance at 01 July 2006 as previously reported (87 683 201) 

Correction of errors 


Correction of error value added taxation (note 29.1.1) 
Correction of error sundry creditors (note 29.1.1) 
Correction of error other debtors (note 29.1.2) 
Correction of error asset verification (note 29.1.3) 
Correction of error saleable land (note 29.1.5) 

Other corrections (prior year) 


(1 089 548) 50 784 565 


- 


(25 552 558) 



5 953 145 



(6 009 796) 



2 177 400 



69 542 000 

(1 089 548) 


4 674 374 


2 971 517 
(521 944) 





MOGALE CITY LOCAL MUNICIPALITY 

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2008 


2008 2007 

R R 

Accumulated deficit balance at 01 July 2006 restated ^ (36 898 636) 


29.3 Impact on statement of financial performance 

The impact of the errors on the statement of financial performance of the above is as follows: 


Surplus for the year 30 June 2007 cts previously reportec - 224 504 043 

Correction of errors 


Contribution to provisions (note 29.1.4) 

Depreciation on property, plant and equipment (note 29.1.3) 
Amortisation of intangible assets (note 29.1.6) 

Intangible assets capitalised (note 29.1.6) 


Surplus for the year 30 June 2007 restated ^ 98 263 560 


30 CHANGE IN ACCOUNTING POLICY 

The accounting policies adopted are consistent with those of previous financial year except that 
the municipality has changed the measurement basis used for land and buildings from fair value 
in the previous financial year to cost in the current financial year. 


(126 240 483) 


(130 155 748) 

1 465 692 
(521 944) 

2 971 517 


The adoption of this change did not have any effect on the financial performance or position of the 
municipality. 


31 RETIREMENT BENEFIT INFORMATION 


Municipal gratuity fund 
Municipal employees pension fund 
Joint municipal pension fund 
National fund for municipal workers 
Meshawu pension fund 
SAMWU pension fund 
Sala pension fund 
Municipal councilors pension fund 


8 411 734 

2 630 272 

434 209 

117 944 

42 170 

12 006 

5 759 781 

19 718 907 

8 702 590 

2 652 690 

1 445 755 

420 864 

207 772 

63 188 

3 080 494 

744 469 


28 084 505 26 360 340 


All Councilors and employees belong to retirement funds . Council’s contribution is 22%, except 
the SALA pension fund where Council contributes 20.78%. 


32 CONTINGENT LIABILITIES 

Stannic loans: guarantees 
Housing loans: guarantees 
Outstanding salary claims against Council 
Outstanding legal matters 


118 594 
356 740 
10 820 000 
5 885 911 


17 181 245 


861 556 
370 540 
400 000 
36 829 360 


38 461 456 


Outstanding legal matters 
Cidoonio Lourenco/Perce Stewart 

The municipality has received a letter of demand from C Lourenco. The claim is based on the allegation of water pollution caused by the 
municipality from Percy Stewart which killed cows and goats of the claimant. The sub section is investigating this claim and has requested 
further particulars from the complainant. Amount claimed: R82 400. 

Hasani Chabalala 

The plaintiff has referred the matter to the Magistrate Court. The claim is for alleged undue enrichment by the municipality from rates paid 
by the claimant. The municipality has instructed attorneys to defend this matter. The plaintiff has applied for the matter to be set down for 
hearing. Amount claimed: R6 172. 

Tsela Tsweu 

The applicant Tsela Tsweu was appointed by the district municipality to do consultancy work in the area district including Mogale City. The 
understanding was that individual municipality was to seek mandate before they could enter into an agreement with the consultants. 

Mogale City did not consent to the project and as result did not sign the Agreement. The applicant has now instituted action against Mogale 
City on the grounds that the area falls within the district municipality where they rendered services. The matter is still pending in the High 
Court. Amount claimed: R1 195 241. 


Chabano constructions 

The applicant entered into an agreement with the municipality for supply and delivery of building materials. The municipality cancelled the 
agreement on the grounds of non performance on behalf of the applicant .The applicant has instituted an action for damages suffered as 
result of cancellation. The matter is still pending in the High Court. Amount claimed: R1 167 770. 

Special occasions 

The plaintiff is an event organizer and is suing the municipality for cancellation of an agreement, in that the municipality contracted with 
them to organize an event in the Mayoral office and that the municipality failed to give a proper notice before terminating the agreement. 
.The applicant claims that as result of termination of the agreement by the Municipality they suffered damages . The matter was set down 
for interlocutory application and the Court ruled in the municipality and ordered the applicant to comply. The main case is still pending. 
Amount claimed: R72 000. 


Pumeza Moila 
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The applicant was employed by the municipality on a fixed term contract. The applicant referred the matter to the CCMA for constrictive 
dismissal and was awarded compensation for unfair dismissal. The municipality has now filled notices to rescind the Arbitration award. 

The matter is still pending at the bargaining council Amount claimed; R150 000. 

Motheo group 

The applicant were contracted by the municipality to construct low cost housing by the municipality. The agreement was cancelled by the 
municipality after the withdrawal of funding by the municipality. The applicant is suing the municipality for damages suffered as a result of 
the cancellation of the contract. The municipality has instructed attorney's to defend this matter . The attorneys has made application to join 
the Department of Housing. The matter is still pending in the High Court. Amount claimed: R3 200 000. 

Ms J Hubner 

The complainant has written a letter of demand for the alleged unlawfully termination of electricity supply. The complainant alleges that he 
suffered damages as result of termination of electricity by the municipality. Amount claimed: R12 328 

33 Contingent liabilities (Bank Guarantees' 

Eskom : Kagiso Portion 96 
Eskom : Kagiso Portion 39 
South African Post Office Limited 


291 800 161 800 


140 000 140 000 

21 800 21 800 

130 000 


34 COMPARISON WITH THE BUDGET 

The comparison of the municipality’s actual financial performance with that budgeted is set out in appendix E(l) and E(2). 

35 RISK MANAGEMENT 
Liquidity risk 

The municipality’s risk to liquidity is as a result of the funds available to cover future commitments .The municipality manages liquidity risk 
through an ongoing review of future commitments and credit facilities. 

Cash flow forecasts are prepared and adequate utilised borrowing facilities are monitored. 

Interest rate risk 

Deposits attract interest at rate that varies with prime; the municipality’s policy is to manage interest rate risk so that fluctuations in variable 
rates do not have a material impact on surplus / (deficit). 

Credit risk 

Credit risks consists of cash deposits ,cash equivalents and consumer debtors the municipality only deposits cash with major banks with 
high quality standing and limits exposure to any one counter party. 

Consumer debtors comprise of widespread customer base. Management evaluates credit risk relating to customers on an ongoing basis. 


36 LEASES 

36.1 Operating leases - as lessee 
Leasing arrangements 

At the reporting date the municipality had outstanding commitments under non cancellable 
operating leases which fall due as follows: 

Office and other equipment 


< 1 year 

166 896 

667 582 

2 to 5 years 


166 896 


166 896 

834 478 

Vehicles 

< 1 year 

9 521 756 

10 490 679 

2 to 5 years 


9 521 756 


9 521 756 

20 012 435 

Property 

< 1 year 

1 235 125 

3 010 059 

2 to 5 years 

1 774 934 

4 784 993 


3 010 059 

7 795 052 

Total future minimum operating leeise arrangements 

12 698 711 

28 641 965 


The following payments have been recognised as an expense in the statement of financial 
performance with respect to the above operating leases: 
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Total operating lease expenses - as lessee 13 729 302 5 468 216 

The municipality has operating lease agreements for the following classes of assets: 

Office equipment and other equipment, vehicles and property 

There is no contingent rental payable on any of the above lease agreements. 

Escalation is provided for in terms of the individual leasing arrangements and has been 
considered in the above future minimum lease payments. 

No restrictions have been imposed on the municipality in terms of the operating lease agreements. 

36.2 Finance leases - as lessee 

The municipality only has one finance lease agreement for the Mayors' vehicle which is disclosed 
as an external borrowings as part of appendix A. 

37 DEVIATIONS FROM PROCUREMENT PROCESSES 

Deviations from official procurement processes are included as Annexure 1 to the financial statements. 

38 UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE 

There was no incident reported of unauthorised, irregular, fruitless and wasteful expenditure for the 
2007/2008 financial period. 
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10 PROPERTY, PLANT & EQUIPMENT 


30 June 2008 

Land and 

Infra- 


Heritage 

other 


Reconciliation of carrying value 

buildings 

R 

structure 

R 

R 

R 

R 

■I 

Carrying value 
at 1 July 2007 

40 068 010 

69 443 274 

170 826 059 

47 250 

25 945 064 

306 329 657 

Cost 

40 068 010 

928 810 174 

184 567 892 

47 250 

102 441 738 

1 255 935 064 

Accumulated depreciation 

- 

(859 366 900) 

(13 741 833) 

- 

(76 496 674) 

(949 605 407) 

Acquisitions 

1 575 598 

35 808 627 

11 650 708 


4 842 916 

53 877 849 

Depreciation 

- 

(2 164 233) 

(32 479) 

- 

(3 052 243) 

(5 248 955) 

Carrying value of disposals 

- 

- 

- 

(34 152) 

(159 859) 

(194 Oil) 

Cost 

- 

- 

- 

(34 152) 

(5 864 827) 

(5 898 979) 

Accumulated depreciation 

- 

- 

- 

- 

5 704 968 

5 704 968 

Carrying value 
at 30 June 2008 

41 643 608 

103 087 668 

182 444 288 

13 098 

27 575 878 

354 764 540 

Cost 

41 643 608 

964 618 801 

196 218 600 

13 098 

101 419 827 

1 303 913 934 

Accumulated depreciation 

- 

(861 531 133) 

(13 774 312) 

- 

(73 843 949) 

(949 149 394) 


30 June 2007 

Land and 

Infra- 

Community 

Heritage 

Other 


Reconciliation of carrying value 

buildings 

structure 






R 

R 

R 

R 

R 


Carrying value 
at 1 July 2006 

41 365 161 

39 733 356 

167 793 682 

47 250 

18 559 978 

267 499 427 

Cost 

41 165 125 

896 677 358 

181 640 310 

47 950 

91 355 074 

1 210 885 817 

Correction of error - cost 

200 036 

(1 501) 

(200 755) 

(700) 

2 180 320 

2 177 400 

Correction of error - depreciation 

- 

1 398 210 

68 976 

- 

(1 494) 

1 465 692 

Accumulated depreciation 

- 

(858 340 711) 

(13 714 849) 

- 

(74 973 922) 

(947 029 482) 

Acquisitions 


32 134 317 

3 128 337 


9 215 723 

44 478 377 

Depreciation 

- 

(2 424 399) 

(95 960) 

- 

(1 830 554) 

(4 350 913) 

Carrying value of disposals 

(1 297 151) 

- 

- 

- 

(83) 

(1 297 234) 

Cost 

(1 297 151) 

- 

- 

- 

(309 379) 

(1 606 530) 

Accumulated depreciation 

- 

- 

- 

- 

309 296 

309 296 

Carrying value 
at 30 June 2007 

40 068 010 

69 443 274 

170 826 059 

47 250 

25 945 064 

306 329 657 

Cost 

40 068 010 

928 810 174 

184 567 892 

47 250 

102 441 738 

1 255 935 064 

Accumulated depreciation 

- 

(859 366 900) 

(13 741 833) 

- 

(76 496 674) 

(949 605 407) 

Carrying value of assets 

40 068 010 

69 443 274 

170 826 059 

47 250 

25 945 064 

306 329 657 




Refer to Appendix B and Appendix C for more detail on property, plant and equipment, including those in the course of construction. 

The municipality is exempted from GAMAP 17 in term of Government notice 30013 dated 29 June 2007. 

The Municipality has taken advantage of the transitional provisions set out in GAMAP 17. The Municipality is in the process of itemizing 
all infrastructure and community assets and will calculate accumulated depreciation once this exercise has been completed by 30 June 
2009. At present these assets are not depreciated. Furthermore, the Municipality has not assessed whether items of property, plant and 
equipment are impaired. It is expected that an assessment of impairments will be done by 30 June 2009. 
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MOGALE CITY LOCAL MUNICIPALITY 
APPENDIX A 

SCHEDULE OF EXTERNAL BORROWINGS AS AT 30 JUNE 2008 


EXTERNAL 

BORROWINGS 

Loan 

Number 

Redeemable 

Balance at 

30 June 2007 

Redeemed 
written off 
during the 
year 

Balance at 

30 June 2008 

LONG-TERM BORROWINGS 


R 

R 

R 

ANNUITY LOANS 






DBSA 






13.20% 

L99975/1 

2010/03/31 

34 314 444 

10 002 902 

24 311 542 

15% 

L10935/102 

2018/08/31 

32 979 899 

1 956 

32 977 943 

15% 

L10935/1202 

2018/08/31 

1 244 951 

74 

1 244 877 

15% 

L10935/1203 

2018/08/31 

229 646 

14 

229 632 

15% 

L10935/1302 

2018/08/31 

5 269 253 

312 

5 268 941 

15% 

L10935/1401 

2018/08/31 

9 337 129 

554 

9 336 575 

15% 

L10935/1501 

2018/08/31 

1 914 668 

115 

1 914 553 

15% 

L10935/2001 

2018/08/31 

3 112 377 

186 

3 112 191 

15% 

L10935/203 

2018/08/31 

1 774 054 

105 

1 773 949 

15% 

L10935/2102 

2018/08/31 

4 046 089 

240 

4 045 849 

15% 

L10935/2302 

2018/08/31 

4 253 581 

252 

4 253 329 

15% 

L10935/2501 

2018/08/31 

4 149 835 

246 

4 149 589 

15% 

L10935/2601 

2018/08/31 

311 236 

16 

311 220 

15% 

L10935/2701 

2018/08/31 

308 530 

18 

308 512 

15% 

L10935/502 

2018/08/31 

3 956 422 

236 

3 956 186 

15% 

L10935/602 

2022/03/31 

10 472 229 

621 

10 471 608 

15% 

L10935/802 

2018/08/31 

1 224 499 

74 

1 224 425 

15% 

L10935/901 

2024/03/31 

2 966 302 

176 

2 966 126 

16.20% 

L12164/01 

2010/12/31 

27 722 761 

9 877 803 

17 844 958 

10.05% 

L12238/101 

2006/12/31 

- 

- 

- 

13.56% 

L12607/101 

2014/06/30 

2 403 841 

444 431 

1 959 410 

ABSA 






12.74% 

L3022143601 

2010/03/31 

36 221 746 

12 584 590 

23 637 156 

INCA 






11.67% 

LMOGAOOOl 

2016/05/31 

57 818 365 

3 867 672 

53 950 693 




246 031 857 

36 782 593 

209 249 264 

FINANCE LEASES 






WESBANK 






14% 

LGCX12117WESBI 

2011/09/14 

559 144 

107 132 

452 012 

Itotal external borrowings 


246 591 001 

36 889 725 

209 701 276 
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MOGALE CITY LOCAL MUNICIPALITY 
APPENDIX B 

ANALYSIS OF PROPERTY, PLANT & EQUIPMENT AS AT 30 JUNE 2008 



Cost 

Accumulated depreciation 

Carrying value 

Budget 










additions 


Opening balance 

Additions 

Disposals 

Closing balance 

Opening balance 

Depreciation 

Disposals 

Closing balance 


2008 

Land and buildings 











Land and buildings 

14 125 008 



14 125 008 





14 125 008 

6 017 

Housing schemes 

25 943 002 

1 575 598 


27 518 600 





27 518 600 

1 450 001 


40 068 010 

1 575 598 

- 

41 643 608 

- 

- 

- 

- 

41 643 608 

1 456 018 

Infrastructure 











Drains 

7 665 899 



7 665 899 

7 665 898 



7 665 898 

1 


Roads 

323 536 562 

8 940 904 


332 477 466 

319 163 130 

316 957 


319 480 087 

12 997 379 

12 378 636 

Sewerage mains & purification 

174 597 520 

2 560 695 

- 

177 158 215 

160 736 349 

498 192 


161 234 541 

15 923 674 

3 977 822 

Electricity mains 

210 933 228 

9 144 536 


220 077 764 

189 177 351 

835 076 


190 012 427 

30 065 337 

9 420 003 

Electricity peak control equipment 

1 797 432 



1 797 432 

1 688 652 

6 074 


1 694 726 

102 706 


Water mains & purification 

162 425 322 

1 944 849 


164 370 171 

148 339 125 

232 913 


148 572 038 

15 798 133 

3 375 079 

Reservoirs water 

14 160 034 

4 004 999 


18 165 033 

10 381 976 

206 778 


10 588 754 

7 576 279 

8 502 978 

Water meters 

28 059 820 

9 136 044 


37 195 864 

16 824 328 

- 


16 824 328 

20 371 536 

15 325 161 

Pedestrian faciiities 

4 976 855 



4 976 855 

4 976 852 



4 976 852 

3 


Airports 

41 361 



41 361 

41 360 

- 


41 360 

1 


Security measures 

616 141 

76 600 

- 

692 741 

371 879 

68 243 


440 122 

252 619 

185 559 


928 810 174 

35 808 627 

- 

964 618 801 

859 366 900 

2 164 233 

- 

861 531 133 

103 087 668 

53 165 238 

Community assets 











Parks & gardens 

4 262 860 

717 888 

- 

4 980 748 



- 


4 980 748 

1 529 775 

Libraries 

11 000 433 

- 

- 

11000 433 



- 

- 

11 000 433 

1 861 971 

Recreation grounds 

59 021 716 

7 417 502 


66 439 218 

13 741 833 

32 479 


13 774 312 

52 664 906 

12 339 144 

Civic buildings 

97 220 223 

629 006 


97 849 229 





97 849 229 

1 

Clinics 

4 249 854 

- 


4 249 854 



- 

- 

4 249 854 


Cemeteries 

4 955 673 

2 886 312 


7 841 985 



- 


7 841 985 

3 817 110 

Other 

Oid age homes 

3 857 133 



3 857 133 





3 857 133 



184 567 892 

11 650 708 

- 

196 218 600 

13 741 833 

32 479 

- 

13 774 312 

182 444 288 

19 548 001 

Heritage assets 











Historical buildings 

Paintings & art galleries 

47 250 


34 152 

13 098 





13 098 

177 489 


47 250 

- 

34 152 

13 098 

- 

- 

- 

- 

13 098 

177 489 

Other assets 











Landfill sites 

39 327 154 

305 440 


39 632 594 

21 089 624 

636 684 

. 

21 726 308 

17 906 286 

152 850 

Office equipment 

1 984 965 

570 122 

178 592 

2 376 495 

1 151 977 

557 188 

172 502 

1 536 663 

839 832 

603 715 

Furniture & fittings 

7 175 887 

700 464 

1 387 551 

6 488 800 

6 218 894 

168 400 

1 385 298 

5 001 996 

1 486 804 

873 934 

Bins & containers 

6 397 879 



6 397 879 

6 397 878 



6 397 878 

1 


Emergency equipment 

12 400 



12 400 


2 480 


2 480 

9 920 


Motor vehicles 

21 347 500 



21 347 500 

20 554 425 

158 476 


20 712 901 

634 599 


Fire engines 

Other transport 

1 



1 





1 


Computer equipment 

13 226 506 

1 776 022 

2 159 347 

12 843 181 

9 497 868 

882 881 

2 110 961 

8 269 788 

4 573 393 

2 548 918 

Plant & equipment 

12 965 465 

1 467 049 

2 139 337 

12 293 177 

11 582 206 

641 699 

2 036 207 

10 187 698 

2 105 479 

2 407 343 

Small assets 

3 981 

23 819 


27 800 

3 802 

4 435 


8 237 

19 563 

26 472 


102 441 738 

4 842 916 

5 864 827 

101 419 827 

76 496 674 

3 052 243 

5 704 968 

73 843 949 

27 575 878 

6 613 232 












Total 

1 255 935 064 

53 877 849 

5 898 979 

1 303 913 934 

949 605 407 

5 248 955 

5 704 968 

949 149 394 

354 764 540 

80 959 978 
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MOGALE CITY LOCAL MUNICIPALITY 


APPENDIX C 

SEGMENTAL ANALYSIS OF PROPERTY, PLANT & EQUIPMENT AS AT 30 JUNE 2008 



Cost 

Accumulated depreciation 


Budget additions 
2008 

Opening balance 

Additions 

Disposals 

Closing balance 

Opening balance 

Depreciation 

Disposals 

Closing balance 

Executive & council 

4 161 919 

726 474 

336 635 

4 551 758 

1 607 165 

279 742 

321 357 

1 565 550 

2 986 208 

868 839 

Finance & admin 

111 741 210 

1 544 078 

1 351 027 

111 934 261 

11 410 537 

1 484 003 

1 304 810 

11 589 730 

100 344 531 

1 559 640 

Planning & development 

1 054 790 

126 908 

205 994 

975 704 

864 773 

49 483 

195 240 

719 016 

256 688 

133 214 

Health 

6 632 789 

33 879 

346 218 

6 320 450 

1 113 136 

208 453 

343 763 

977 826 

5 342 624 

- 

Community & social 

35 275 524 

4 517 167 

608 114 

39 184 577 

2 622 008 

91 579 

589 687 

2 123 900 

37 060 677 

7 964 044 

Housing 

20 974 911 

1 277 117 

168 150 

22 083 878 

427 135 

90 857 

171 374 

346 618 

21 737 260 

13 738 

Public safety 

8 707 326 

4 521 

349 450 

8 362 397 

5 568 703 

68 338 

349 143 

5 287 898 

3 074 499 


Sport & recreation 

69 320 899 

7 467 570 

386 852 

76 401 617 

18 610 196 

80 544 

386 212 

18 304 528 

58 097 089 

12 902 504 

Environmental services 

428 707 

6 210 

66 100 

368 817 

308 488 

35 874 

66 066 

278 296 

90 521 

203 845 

Waste management 

231 178 902 

4 527 020 

349 705 

235 356 217 

199 294 475 

1 211 216 

349 527 

200 156 164 

35 200 053 

6 298 790 

Road transport 

334 598 006 

7 397 136 

403 243 

341 591 899 

327 814 601 

292 594 

402 961 

327 704 234 

13 887 665 

10 552 733 

Water 

209 746 173 

18 055 704 

794 012 

227 007 865 

180 490 320 

496 081 

793 803 

180 192 598 

46 815 267 

30 257 401 

Electricity 

221 878 278 

8 194 065 

454 527 

229 617 816 

199 255 843 

855 253 

352 130 

199 758 966 

29 858 850 

10 205 230 

Other 

235 630 

- 

78 952 

156 678 

218 027 

4 938 

78 895 

144 070 

12 608 

- 

TOTAL 

1 255 935 064 

53 877 849 

5 898 979 

1 303 913 934 

949 605 407 

5 248 955 

5 704 968 

949 149 394 

354 764 540 

80 959 978 


1 1 

1 n 
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MOGALE CITY LOCAL MUNICIPALITY 
APPENDIX D 

SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 

30 JUNE 2008 


2007 

2007 

2007 


2008 

2008 

2008 

Actual 

Actual 

Actual 


Actual 

Actual 

Actual 

income 

expenditure 

surplus 


income 

expenditure 

surplus 

R 

R 

R 

Description 

R 

R 

R 


11 556 145 

(11 556 145) 

Executive & council 

1 790 926 

25 007 537 

(23 216 611) 

255 199 915 

211 224 134 

43 975 781 

Finance & admin 

257 180 779 

200 458 194 

56 722 585 

4 132 398 

13 491 835 

(9 359 437) 

Planning & development 

4 750 836 

14 483 882 

(9 733 046) 

6 719 637 

10 789 236 

(4 069 599) 

Health 

7 273 483 

11 074 173 

(3 800 690) 

4 822 997 

21 896 773 

(17 073 776) 

Community & social 

8 492 507 

23 239 714 

(14 747 207) 

314 599 

7 722 611 

(7 408 012) 

Housing 

94 650 

7 891 156 

(7 796 506) 

5 172 838 

34 728 365 

(29 555 527) 

Public safety 

17 156 096 

49 114 703 

(31 958 607) 

2 352 733 

35 360 149 

(33 007 416) 

Sport & recreation 

2 416 937 

38 056 614 

(35 639 677) 

225 584 

3 257 852 

(3 032 268) 

Environmental services 

132 563 

3 871 509 

(3 738 946) 

138 683 030 

73 701 615 

64 981 415 

Waste management 

104 236 920 

84 112 471 

20 124 449 

10 302 401 

23 551 530 

(13 249 129) 

Road transport 

22 441 249 

26 542 221 

(4 100 972) 

145 553 835 

113 398 182 

32 155 653 

Water 

163 376 016 

120 030 423 

43 345 593 

258 625 769 

172 870 180 

85 755 589 

Electricity 

253 600 375 

189 642 889 

63 957 486 

1800 

295 369 

(293 569) 

Other 


599 818 

(599 818) 

832 107 536 

733 843 976 

98 263 560 

Total 

842 943 337 

794 125 304 

48 818 033 
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MOGALE CITY LOCAL MUNICIPALITY 
APPENDIX E(l) 

ACTUAL VERSUS BUDGET (REVENUE & EXPENDITURE) FOR THE YEAR ENDED 30 JUNE 2008 



Actual 

2008 

R 

Budget 

2008 

R 

Variance 

2008 

R 

Variance 

2008 

% 

Expianation of significant variances 

REVENUE 






Property rates 

136 630 631 

136 146 384 

484 247 

0% 

Variance reasonable. 

Property rates - penalties and collection charges 

10 901 550 

18 291 534 

(7 389 984) 

-40% 

Income lower than anticipated. 

Service charges 

451 785 226 

456 661 853 

(4 876 627) 

-1% 

Variance reasonable. 

Rental facilities 

3 571 588 

5 168 861 

(1 597 273) 


Contracts not renewed for indigents. 

Interest earned - external investment 

3 865 552 

2 500 000 

1 365 552 


Higher interest rates than expected 

Interest earned - outstanding debtors 

40 045 106 

2 120 000 

37 925 106 

1789% 

Increase in outstanding debtor balances- budget based on actual amounts received. 

Fines 

17 050 800 

5 279 635 

11 771 165 

223% 

Increase due to implementation of LABAT system (cameras). 

Licenses & permits 

10 185 

340 194 

(330 009) 

-97% 

Income for business licenses did not realized. 

Agency services 

12 790 977 

7 587 893 

5 203 084 

69% 

Income higher than anticipated. 

Government grants & subsidies 

132 008 688 

108 537 981 

23 470 707 

22% 

Change in accounting policy, GRAP - Conditional grants now recognized as income. 

Other income 

34 283 034 

59 323 138 

(25 040 104) 

-42% 

Income did not realize. 


842 943 337 

801 957 473 

40 985 864 



EXPENDITURE 






Empioyee related costs 

273 833 966 

273 896 741 

(62 775) 

0% 

Variance reasonable. 

Remuneration councilors 

12 943 049 

12 943 056 

(7) 

0% 

Variance reasonable. 

Contribution to provisions 

94 137 709 

54 988 280 

39 149 429 

71% 

Non payment higher than expected. 

Collection costs 

987 294 

987 295 

(1) 

0% 

Variance reasonable. 

Depreciation and amortisation 

5 843 254 

5 476 106 

367 148 

7% 

Variance reasonable. 

Repairs & maintenance 

31 919 441 

35 229 881 

(3 310 440) 

-9% 

Maintenance done as and when is required. 

Interest paid 

30 708 130 

33 299 590 

(2 591 460) 

-8% 

Variance reasonable. 

Bulk purchases 

224 024 595 

224 024 597 

(2) 

0% 

Variance reasonable. 

Contracted services 

26 496 472 

28 612 589 

(2 116 117) 

-7% 

Variance reasonable. 

Grants & subsidies paid 

6 943 045 

6 639 974 

303 071 

5% 

Variance reasonable. 

General expenses- 

87 610 545 

101 651 812 

(14 041 267) 

-14% 

Planned expenditure did not realize due to cash flow constraints. 

Internal charges / charge outs 

(1 322 196) 

(1 809 822) 

487 626 

-27% 

Salary costs charged out to other departments. 


794 125 304 

775 940 099 

18 185 205 




SURPLUS 


48 818 033 


26 017 374 


22 800 659 

























MOGALE CITY LOCAL MUNICIPALITY 
APPENDIX E(2) 

ACTUAL VERSUS BUDGET (ACQUISITION OF PROPERTY, PLANT & EQUIPMENT) FOR THE YEAR ENDED 30 JUNE 2008 



Actual 

Budget 

Variance 

Variance 



2008 

2008 

2008 

2008 

Explanation of significant variances 


R 

R 

R 

% 


Land and buildings 






Land and buildings 

- 

6 017 

(6 017) 

- 


Housing schemes 

1 575 598 

1 450 001 

125 597 

9% 

Project in process roii over to the foliowing year. 


1 575 598 

1 456 018 

119 580 



Infrastructure 






Roads 

8 940 904 

12 378 636 

(3 437 732) 


Project in process roli over to the foiiowing year. 

Sewerage mains & purification 

2 560 695 

3 977 822 

(1 417 127) 


Project in process roli over to the foiiowing year. 

Eiectricity mains 

9 144 536 

9 420 003 

(275 467) 

-3% 

Project in process roii over to the foliowing year. 

Water mains & purification 

1 944 849 

3 375 079 

(1 430 230) 

-42% 

Budget inciudes aii water reiated capex. 

Reservoirs water 

4 004 999 

8 502 978 

(4 497 979) 

-53% 

Additionai funds received during financiai year 

Water meters 

9 136 044 

15 325 161 

(6 189 117) 

-40% 

Project in process roli over to the foliowing year. 

Security measures 

76 600 

185 559 

(108 959) 

-59% 

Project in process roii over to the foliowing year. 


35 808 627 

53 165 238 

(17 356 611) 



Community assets 






Parks & gardens 

717 888 

1 529 775 

(811 887) 

-53% 

Project in process roii over to the foliowing year. 

Libraries 

- 

1 861 971 

(1 861 971) 

-100% 

Project in process roli over to the foliowing year. 

Recreation grounds 

7 417 502 

12 339 144 

(4 921 642) 

-40% 

Project in process roii over to the foliowing year. 

Civic buiidings 

629 006 

1 

629 005 

100% 

Project not started. 

Cemeteries 

2 886 312 

3 817 110 

(930 798) 

-24% 

Project in process roli over to the foiiowing year. 


11 650 708 

19 548 001 

(7 897 293) 



Heritage assets 






Historicai buiidings 

- 

177 489 

(177 489) 

-100% 

Project in process roli over to the foiiowing year. 


- 

177 489 

(177 489) 



Other assets 






Landfiii sites 

305 440 

152 850 

152 590 

100% 

Project in process roli over to the foliowing year. 

Office equipment 

570 122 

603 715 

(33 593) 

-6% 

Pianned expenditure did not realize 

Furniture & fittings 

700 464 

873 934 

(173 470) 

-20% 

Pianned expenditure did not realize 

Computer equipment 

1 776 022 

2 548 918 

(772 896) 

-30% 

Pianned expenditure did not realize 

Piant & equipment 

1 467 049 

2 407 343 

(940 294) 

-39% 

Assets donated and not budgeted 

Smaii assets 

23 819 

26 472 

(2 653) 

-10% 

Project in process roii over to the foliowing year. 


4 842 916 

6 613 232 

(1 770 316) 









Total 

53 877 849 

80 959 978 

(27 082 129) 



















































MOGALE CITY LOCAL MUNICIPALITY 
APPENDIX F 


DISCLOSURES OF GRANTS AND SUBSIDIES IN TERMS OF SECTION 123 OF MFMA, 56 OF 2003 
FOR THE YEAR ENDED 30 JUNE 2008 


Name of 

Grants 

Name of organ of 
state or municipal 
entity 

Quarterly receipts 

Quarterly expenditure 



March - 

2007 

June - 2007 

September - 
2007 

December - 

2007 

March - 

2008 

March - 

2007 

June - 2007 

September - 
2007 

December - 

2007 

March - 

2008 

Capacity 

buildinQ 

National 











LED 

Dept of land affairs 











National 

electrification 

oroQtamme 

National 











Conditional 

grants 

Dept of Public 
Transport, Roads 
and Works 



2 189 838 




2 189 838 




Building for 
sport and 
recreation 

oroqramme 

Dept of 

Sport, Recreation, A 
Its & Culture 

1 897 000 

363 586 



1 787 800 

721 685 

622 081 

364 398 

245 969 

381 397 

Conditional 

qrants 

Dept of Housing 
and Land 






267 000 

570 239 




Skills 

development 

lew 

Training SETA- 
Dept of Labour 

1 212 795 

116 759 

226 881 

193 058 

333 582 


1 329 554 

226 881 

193 058 

333 582 

WRDM 

allocations 

West Rand District 
Municipality 

326 500 

3 301 443 

1 806 679 




1 480 179 

288 210 

514 250 

655 079 

MIG 

National 

11 545 226 

5 000 000 

2 000 000 

13 000 000 

8 997 635 

5 503 127 

10 578 189 

4 556 994 

6 796 127 

7 864 827 

Finance 

management 

qrant 

National 



500 000 



759 020 

2 482 

118 990 

74 856 

80 965 

Municipal 

improvement 

systems 

National 






566 403 

283 602 




Equitable 

share 

National 

19 107 354 

19 107 354 

22 765 074 

17 070 392 

28 446 100 

15 782 957 

47 431 625 

19 658 040 

10 117 896 

12 533 551 

Conditional 

qrants 

Dept of Water 
Affairs 

1 311 000 




5 774 000 


1 204 317 




Conditional 

qrants 

Dept of Mineral 
and Enerqv 





1 050 000 



3 816 



Health 

subsidies 

Province 

1 369 394 

1 369 394 

1 481 400 

1 481 400 

1 481 400 

1 369 394 

1 369 394 

1 481 400 

1 481 400 

1 481 400 

Bontle ke 

Botho Award 

Gauteng 
department of 
agric, conservation 
and environment 

290 000 





9 142 

18 964 

189 519 

2103 

21 625 

Total 




30 969 872 

31744 850 

msEma 



26 888 248 

19 425 659 
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ANNEXURE 1: DEVIATIONS FROM OFFICIAL PROCUREMENT PROCESSES 


Department 

Description 

Reason 

Approved Company 

Amount 

Corporate 

Support 

Services 

Lease of Office Space at Ellerines 
Building and Subsequent 

Installation of Telephone System 
and IT related network points. 

Due to the critical need for additional 
office space within close vicinity of Civic 
Centre, Corporate Support Services was 
able to secure office space at the 
Ellerines Building. The lease of the 
Ellerines Building did not include the 
telephones and network points, and the 
Municipality had to install the IT services 
before the staff could occupy the said 
building. MCLM has two PABX systems; 
one is used to its full capacity, whereas 
the other is mainly used by the political 
offices. Due to the urgent and critical 
need for communication facilities, it was 
approved that the Mitel PABX system 
that is not optically used in the political 
offices be extended to the Ellerines 
Building. 

• Leasing of Ellerines Building: 
Azaad Aswat Investments CC 

• Installation of network points, 

telephone system and fibre 
optic link: Brilliant 

Telecommunication (Pty) Ltd 

• R 89 775.00 (R 57.00 
m2) per month (excl 
VAT) period of three 
years 

• R 1 340 718.51 

Social 

Services 

Procurement of a Library 

Management System from a sole 
provider with the Conditional Grant 
Funding allocated to MCLM Library 
Services by National Treasury, Dept 
of Arts and Culture and Gauteng 
Provincial Library Services 

Dispensed with calling of tenders in 
terms of S(36)(l)(a)(i) of the SCM policy 
as in this instance the said system is 
available from a sole provider. 

In terms of the conditional grant funding 
received from Gauteng Provincial 
Government, a decision was taken that 
all libraries in Gauteng must implement 
one electronic library system. This 
decision was based on the need for 
information sharing, downloading of 

Unicorn system of Sirsi/Dynix. 
The system is distributed in South 
Africa by Universal Knowledge 
Software (Pty) Ltd (UKS). 

PO Box 31186 

Braamfontein 

2017 

R 691 364.40 (including 

VAT) 

Annual fees R 102 025.44 
(including VAT) 

All of the above is funded 
from the grant. 
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electronic library records and eliminating 
of duplication of technical processes. 



Finance 

Department: 

Expenditure 

Section 

Appointment of a specialized 
service provider for the verification 
of the SARS Output VAT Audit 
finding. 

• Perform complete audit 

verification for 2004/5/6 and 7. 

• Perform complete evaluation of 
Venus and BIQ with regard to 
Debtors and Output VAT. 

• Recalculate the correctness of 
R 33m owed by MCLM. 

• Any other ad-hoc tasks. 

• 

Dispensed with calling of tenders in 
terms of S(36)(l)(a)(v) of the SOM policy 
- Due to the specialized nature of the 
work, as well as the urqencv to 
appointment a service provider that is 
familiar with MCLM financial 

environment in order for them to start 
immediately, four service providers were 
approached to submit quotations in this 
regard: 

• PriceWaterhouseCooper 

• KPMG 

• Deloitte and Touche 

• Integrasol 

Integrasol Finance (Pty) Ltd 

PC Box 2498 

Rivonia 

2128 

R 244 188.80 

Finance 

Department: 

Valuation 

Section 

Appointment of a service provider 
for the Capturing and Supply of 
High Resolution Imagery for the 
MCLM in order to Implement the 
MPRA and to assist with the 
Implementation of GRAP 17. 

Dispensed with calling of tenders in 
terms of S(36)(l)(a)(v) of the SCM policy 
as in this exceptional vase, it is 
impractical to follow the official 
procurement process due to the fact that 
MCLM has very limited time left to 
successfully implemented the MPRA. 

Siyazi DTM Services (Pty) Ltd 

PC Box 2235 

Bedfordview 

2008 

Total amount R 547 200 
(including VAT) 

MCLM’s portion R 317 200 
DDP Valuers R 230 000 
(Councils appointed valuers 
for the implementation of the 
MPRA) 

Finance 

Department: 

Expenditure 

Section 

Appointment of a Specialized Firm 
of Attorneys to assist Councilors 
with Outstanding PAYE issues with 
the South African Revenue Services 

Dispensed with calling for tenders in 
terms of section 32 of the SCM Policy - 
Procurement of goods or services under 
a contract secured by any other organ of 
state. 

Bid no T/0833/2006 was awarded by 
City of Joburg to Messrs Knight Thabile 
Furnman Attorneys for a similar process 
for which they successfully reached a 
settlement agreement with SARS. 

Knight Thabile Fuhrmann 

Attorneys 

PC Box 3727 

Cramerview 

Legal fees for an attorney is 

R 1 000 per hour and a 
Senior Advocate’s legal fees 
are R 2 500 per hour. 

Infrastructure 

Appointment of Consultant for the 

Appointment of Pro-Plan Consulting 

Pro-Plan Consulting Engineers (Pty) 

Consulting fees will be based on 
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Management 


Upgrading and Rehabilitation of the 
Johanna Botha Sport Complex 


Infrastructure 
Management: 
Water and 
Sanitation 


Appointment of Naledi Plant Hire for the 
completion of installation of toilet 
structures on 204 stands that form part 
of the Sinqobile Housing Project. 


Infrastructure 
Services (on 
behalf of 
various 
departments) 


Implementation of Humanitarian 
Programme as approved by the 
Executive Mayor on 23 November 2007 


Engineers as a continuation and extension 
of an appointment made by MCLM in 
August 2006 for the Design, tender 
documentation and project management of 
the Johanna Botha Park Sport Complex. 
MCLM has four months left (until end Feb 

2008) to finalise this project. 

Naledi Plant Hire was appointed in 2001 to 
service 1500 stands for the Sinqobile 
Housing Development. The project was to 
be implemented in phases as the budget 
was made available by the Provincial 
Housing Department. In 2006 the contractor 
was instructed to proceed with the remaining 
toilets on 204 stands. Prov Housing Dept 
has however appointed a new contractor to 
construct top structures with internal toilets. 
MCLM of the opinion that the outside 
toilet structure will still add positively to 
the housing structure and want to honor 

its commitment to Naledi. 

A Humanitarian Programme was approved 
by the Executive Mayor to implement 
several interventions which were elevated 
to emergency status. 


In order to expedite the procurement 
processes, service providers who were 
already appointed to implement similar 
projects to those listed in the Humanitarian 
Programme were requested to provide 
quotations, and in cases where the work was 
outside their current scope of work, 
permission is requested to expand their 
scope of work to include the full extent of the 
listed projects. 


The work to be executed needed to be 


Ltd 

256 Voortrekker Road 

Noordheuwel 

1739 


Naledi Plant Hire (Pty) Ltd 

PO Box 206 

Kagiso 

1744 


Due to the urgency of these projects, 
the following processes were followed 
to appoint service providers:- 


Project Name 

Service 

Provider 



Lewisham / 

Sinqobile 

Houses 

without water 

meters 

Ultrasonic - 

currently 

appointed for 

prepaid water 

meter 

installations. 


ECSA fee scale and be limited 
to the max approved budget for 
the proposed work at Johanna 
Botha SC. 


Completion of Sinqobile 204 
toilet structures: R 360 269.00 
(Work already done amounts to 
R 214 680.00) 


Budget of R 5 m for total project. 

Total expenditure to date 
R 7 720 492.91. Over- 

expenditure condoned by MM. 


R 117 780 74 
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completed before the festive season, where 
this was practically impossible, early starts in 
January were allowed. 


COMPREHENSIVE PROGRESS AND 
CLOSING REPORT TO COUNCIL 
PREPARED BY EXECUTIVE MANAGER: 
INFRASTRUCTURE SERVICES. 

INFORMATION CONTAINED IN THIS 
REPORT, WAS THE ONLY INFORMATION 
PROVIDED TO THE SCM UNIT. 


Old Kagiso 

Hostel 

Fixing water 

leaks, ablution 

facilities and 

installation of 

prepaid water 

meters. 

Joshua Door / 

Khaselihle 

Green Hostel 

Construction 

Roads and Civils 

- new 

appointment due 

to urgency 

nature of project. 

Electricity still 

outstanding - no 

appointment 

Rural Areas 

Basic services to 

all settlements 

Tudor Shaft 

Itikeng Building 

and Soul City 

Construction, 

Informal 

extension of the 

Settlement 

existing scope. 

Fencing of 

Existing 

Ward 19 

Contractor - 

Committee 

increase of 


R 1 220 604.24 


R 733 234.91 


R 826 436.36 


R 3 151 370.23 
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Infrastructure Appointment of a Consultant A number of sites were sold (CS (P) 
Management (professional civil engineering 02/2005) by MCLM in Rangeview Ext 2 to 

consultant) and Contractor for the private individuals per public tender, and 

Implementation of the Rangeview Ext 2 subsequently it was discovered that there 

Civic Engineering Services: Water and were no engineering services available. This 

Sewer Reticulation and Roads and has now resulted in preventing the 

Stormwater. landowners to proceed with their 

developments. The municipality is under 
pressure to provide services immediately to 
allow development to continue and to 
prevent legal action should this be delayed 
any further. The CFO has indicated savings 
in the Capital Budget to fund this urgent 
project to the value of R 3.5m. Permission 
was requested from MM to proceed with 
obtaining of quotations from three 
professional service providers for the 
appointment of the consultant and 
contractors, due to urgency . Specific 

Contractor linked to every Consultant. 

Infrastructure Emergency Repairs at Chamdor Equipment at Chamdor Substation damaged 

Services Substation - 33/6. 6kv Transformer 1: by lightning. Remaining transformers and 
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scope of works. 


R 821 313.00 






On-Load tap Charger and Clows - 
6,6kv Circuit Breaker 

circuit breakers not able to supply the 
electricity demand. No indication of damage 
can be provided until substation has been 
stripped and a quote provided. Deviated in 
terms of emergency situation. 


emergency repairs were 

undertaken, but some 

specialized parts are still being 
manufactured, etc. Final 

amount will be provided once 
received. 

Infrastructure 

Services 

Extension of Appointment of Service 
Provider: Streetlight Maintenance in 

MCLM (extension of amount only - not 
period). 

In terms of section 32 of the SCM Policy 
MCLM is allowed to procure goods/services 
under a Contract awarded by another organ 
of state. 

• Contract 1544W awarded by City 
Power to Light Be for a three year 
period. 

Original estimate of R 6m was requested as 
contract amount for period of 18 months. 
Ever increasing instances of copper theft and 
vandalism of streetlight infrastructure, which 
includes streetlight poles damaged due to 
car accidents, have resulted in the 
exhaustion of the amount requested. An 
additional amount of R 4.5m is requested for 
the remaining period. 

Light Be 

Contract originally awarded for a 
period of 18 months - until end 
November 2008. Contract 

amount increased with R 4.5m 


MINOR BREACHES OF THE SUPPLY CHAIN MANAGEMENT PROCEDURES FOR THE 2007-2008 FINANCIAL YEAR 


Department 

Description 

Reason 

Approved Company 

Amount 

Infrastructure 

Services 

Q 1 (SW) 01/2008: 

Quotations received for the 
cleaning of storm water 
drainage systems with 

specialized equipment on an 
as and when required basis for 
a period of 12 months 

Correct SCM procedures were followed during 
preparation and advertising - advertised for 7 days on 
website. 

Due to an administrative oversight the quotation was 
awarded based on price alone and not on 80/20 
principle. 

Outcome of award is the same after correct evaluation 
criteria was applied - no financial implication. 

Written warning was issued to relevant official. 

Sight Lines Pipe Survey 

R 110 200 (Vat included) 

Speakers Office 

Halaal meals ordered from 
a councilor of Mogale City 

In terms of section 44 of the SCM Policy and 
National Treasury Regulations, no goods or 

Z Loonat 

R 309.00 & R 352.00 
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Local Municipality and 
invoices presented for 
payment to Creditors 

Section. 

services may be procured or contracts awarded to 
a person in service of the state. A councilor 
classifies as a person in service of the state. 

SCM Training was provided by the Specialist: 
Procurement to the staff in the political offices. 



Integrated 

Environmental 

Management 

Procurement of Grass 

Cutting Equipment on a 
three month lease to own 
basis - and the 

procurement of specialized 
spare parts for these 

machines 

During 2007 Parks Section procured new 
lawnmowers from Rivim on a three month lease to 
own basis. Unfortunately the department 
neglected to provide the standard 

recommendation to also appoint Rivim as the 
supplier of the spare parts. The Workshop 
assumed that the arrangement was in place and 
continued to order spares from Rivim. 
Condonation was requested from the Municipal 
Manager. 

Rivim Engineering (Pty) Ltd 

R 70 226.60 

Infrastructure 

Management 

Refurbishment of Offices, 
second floor, President 
Building 

A total amount of R 235 489.74 was incurred for 
the renovation of the second floor. President 
Building due to various changes to the scope of 
work, whilst original approval for only R 72 100.17 
was granted by the Municipal Manager for this 
project. Condonation was requested from the MM 
for the additional expenditure incurred to the value 
of R 163 389.57. 

Phiri Construction 

R 163 389.57 
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